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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

SUBCOMMITTEE ON HUMAN RESOURCES

FOR IMMEDIATE RELEASE PRESS CONTACT: Ari Fleischer or Amy Tucci
December 30, 1994 (202) 225-8933
No. 1 ALL OTHERS CONTACT: (202) 225-1721

SHAW ANNOUNCES CONTRACT WITH AMERICA
HEARINGS ON WELFARE REFORM

Congressman E. Clay Shaw, Jr., (R-FL), Chairman Designate of the Subcommittee on Human
Resources of the Committee on Ways and Means, today announced that the Subcommittee will
conduct a series of hearings on the Personal Responsibility Act that is pant of the Contract with
America, the series of 10 bilis offered by the Republicans as a national legislative agenda. The
hearings will be held on January 13, 20, 23, 27, and 30, 1995. The first four hearings will feature
invited witnesses; the last hearing will include Members of Congress and public witnesses. The
January 13 hearing will be held in the main Committee hearing room, 1100 Longworth House
Office Building, beginning at 10:00 a.m. Room locations and times for the four other hearings
will be d in a sub press release.

BACKGROUND:

The American public, recipients of public aid, scholars, and Members of Congress all agree

- that the American welfare system is broken. One of the system’s biggest flaws is that people who
receive welfare tend to stay on the rolls for many years. In the Aid to Families with Dependent
Children program, for example, more than 60 percent of those on the rolls at a given moment will
eventually claim benefits for nine years or more. A second flaw in the welfare system is its growing
cost and the expanding number of overlapping programs. A third flaw is that the nation suffers from
rising illegitimacy rates that many scholars believe are linked to guaranteed welfare benefits. There
is considerable evidence that illegitimate children are more likely to drop out of school, be
unemployed, and join the welfare rolls themselves as young adults. Finally, the welfare system does
little to encourage work.

To examine these problems, the Subcommittee has organized four topical hearings and one
general hearing in which members of the Subcommittee will hear from their Congressional colleagues
and the general public. The topical hearings are:

Costs of Welfare, Role of Entitlements, and Block Grants (Friday, January 13). Witnesses

will examine the growth of spending on means-tested programs and the role of entitlements in this
growth. The Subcommittee will also take testimony about the use of block grants as a strategy for
controlling Federal spending and for returning authority and flexibility in designing programs for the
poor to State governments.

Illegitimacy and Welfare (Friday, January 20). Witnesses from the Congressional Research

Service and the Congressional Budget Office will summarize historical changes in rates of
illegitimacy and the role illegitimacy has played in recent years in the growth of the welfare rolls.
The Subcommittee will also hear testimony about the relationship, if any, between welfare benefits
and rates of illegitimacy, and about the relationship between illegitimacy and social problems such as
poverty, welfare use, school dropout, crime, and drug use.

Welfare Dependency and Welfare-to-Work Programs (Monday. January 23). After examining
evidence regarding the length of stays on welfare, the Subcommittee will hear from researchers and
program adminisirators about the effectiveness of programs that provide education, training, job
search, and work experience in helping families leave welfare.

Changing Eligibility for Supplemental Security Income (Friday, January 27). The Personal

Responsibility Act or previous bills introduced by members of the Ways and Means Committee calls
for reduced benefits for aliens, drug addicts, and children on the Supplemental Security Income
Program. This hearing will be devoted to testimony from several panels of witnesses on reducing or
eliminating SSI benefits for these groups of recipients.



The Subcommittee will hear from the interested public and Members of Congress on Monday,
January 30.

DETAILS FOR SUBMISSIONS OF REQUESTS TO BE HEARD:

Requests to be heard must be made by telephone to Diane Kirkland or Traci Altman
(202) 225-1721 no later than the close of business, Friday, January 6, 1995. The telephone request
should be followed by a formal written request to Phillip D. Moseley, Chief of Staff, Committee on
Ways and Means, U.S. House of Representatives, 1102 Longworth House Office Building,
Washington, D.C. 20515. The staff of the Subcommittee on Human Resources will notify by
telephone those scheduled to appear as soon as possible after the filing deadline. Any questions
concerning a scheduled appearance should be directed to the staff at (202) 225-1025.

In view of the limited time available to hear witnesses, the Subcommittee may not be
able to date all req to be heard. Those persons and organizations not scheduled for
an oral appearance are encouraged to submit written statements for the record of the hearing. All
petsons requesting to be heard, whether they are scheduled for oral testimony or not, will be notified
as soon as possible after the filing deadline.

Witnesses scheduled to present oral testimony are required to summarize briefly their written
statements in no more than five minutes. THE FIVE MINUTE RULE WILL BE STRICTLY
ENFORCED. The full written statement of each witness will be included in the printed record.

In order 1o assure the most productive use of the limited amount of time available to question
wi all cheduled to appear before the Subcommittee are required to submit 200
copies of their prepared statements for review by Members prior to the hearing. Testimony should
arrive at the Subcommittee on Human Resources office, room B-317 Rayburn House Office
Building, no later than 24 hours before hearings.

WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE:

Any person or organization wishing to submit a written statement for the printed record of the
hearing should submit at least six (6) copies of their statement by the close of business, Friday,
February 3, 1995, to Phillip D. Moseley, Chief of Staff, Committee on Ways and Means, U.S. House
of Representatives, 1102 Longworth House Office Building, Washington, D.C. 20515. If those
filing written statements wish to have their statements distributed to the press and interested public at
the hearing, they may deliver 200 additional copies for this purpose to the Subcommittee on Human
Resources office, room B-317 Rayburn House Office Building, before the hearing begins.

FORMATTING REQUIREMENTS:

Each stalament presented for printing to the Committes by a witaass, any written statement or exhibit submiited far the printed record or any
* written somnients [n respanse to a request for written emmments must eaaform to the gaidelines listed below. Any statement or exbibit nof in
compliance with thess guidelines will mat be priated. but will be maintained in the Committes flss for review and use by the Cammities.

1. All statements and any accompanying exhibits for priating must be typed in single apace ca legalaizs paper and may not exceed a total of
10 pages

2 mum-mwummmnmnmmmm Instead, exhibit materinl ahould be referemced
and quoted or paraphrased. All exiibit material not meeting these will be In the files for review and use by the
Committee.

3. Statements must contain the name and capacity in which the witness will appear ar. far wrilten comments, the name and capacily of the
perscu submitting the statsment, a3 well as any clients or persons, of any organiration for whom the witness appears or for whom the statement is
wubmitted.

4. A supplemeatal sheet must accoumpany sach stateenent listing the name, full address, & talephame number whare the witness or the
dexignsted representutive may be resched and s topical outline or summary of the comments and recommendations in the fuoll statement This
sapplemental shoet will not bo included in the printed record.

The above restristions and limitations apply cnly to material being submittad for printing. Stataments and exhibita ar supplemantary material
submiited solely far distributica to the Mambers, the press and the public during the course of a public hearing may be submittad in other forms.
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

SUBCOMMITTEE ON HUMAN RESOURCES

FOR IMMEDIATE RELEASE CONTACT: (202) 225-1721
January 13, 1995
No. HR-1

SHAW ANNOUNCES TIME AND ROOM LOCATIONS FOR THE
CONTRACT WITH AMERICA HEARINGS ON WELFARE REFORM

Congressman E. Clay Shaw, Jr., (R-FL), Chairman of the Subcommittee on
Human Resources of the Committee on Ways and Means, today announced that the
series of Subcommittee hearings on the Personal Responsibility Act that is part of the

Contract With America will begin at 10:00 a.m. on Friday, January 20, and Friday,
January 27, and will begin at 12:00 noon on_Monday, January 23, and Monday,

January 30. All four hearings will be held in the main Committee hearing room,

1100 Longworth House Office Building.

All other details for the hearings remain the same. (See Subcommittee press
release No. 1.)
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

SUBCOMMITTEE ON RE
FOR IMMEDIATE RELEASE CONTACT: (202) 225-1721
January 24, 1995

No. HR-2

SHAW ANNOUNCES TIME CHANGE AND ADDITIONAL DAY OF
HEARINGS ON CONTRACT WITH AMERICA
WELFARE REFORM PROPOSAL

Congressman E. Clay Shaw, Jr. (R-FL), Chairman of the Subcommittee on
Human Resources of the Committee on Ways and Means, today announced that the
Subcommittee hearing scheduled for Friday, January 27, 1995, will begin instead at
9:00 a.m. in the main Committee hearing room, 1100 Longworth House Office
Building. The hearing had been scheduled to begin at 10:00 a.m. The subject of the
hearing is changing eligibility for Supplemental Security Income.

In addition, Shaw said that in an effort to accommodate the large number of
public witnesses who have requested the opportunity to appear before the
Subcommittee, a second hearing for public witnesses will be held on Thursday,
February 2, 1995. The hearing will begin at 9:00 a.m. in B-318 of the Rayburn
House Office Building. The first hearing for public witnesses is scheduled for
Monday, January 30, 1995, beginning at 12:00 noon in 1100 Longworth House Office
Building. Only members of the public who, in accordance with prior press releases,
have requested to be heard and have been contacted by the Committee, will be
scheduled to testify on February 2. Other interested members of the public are invited
to submit written statements for the record of these proceedings.

All other details for the hearings remain the same. (See Subcommittee
Advisory No. 1 and HR-1.)
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Chairman SHAW. I will call this first hearing to order.

We on the Human Resources Subcommittee have a historic op-
portunity. I would like to ask at this time unanimous consent that
my written statement be put into the record so that I might sum-
marize. We, as Republicans and Democrats, have an opportunity to
work together not only with the administration but also with the
Governors of this country to change the world as we know it, today,
here in the United States, to take a program which has grown and
grown many times to the detriment of the people that it is trying
to help, without any proper attention being given to it.

I think in looking for new ideas and reaching out for new ideas
as to what is wrong with welfare, and how we can change it, we
have to look no further than the States and what they are doing.
We have a welfare system here in the United States that has paid
people not to work, has paid people not to get married, has paid
people to stay where they are in a life of poverty and not to suc-
ceed. By changing this system we have an opportunity to give these
people a new lease on life, and to help them take control of their
future and enjoy a new freedom that many of them have not en-
joyed because they have been enslaved with the chains of welfare
in this country.

We are going to be reaching out for even more new ideas in the
next few weeks as we go through the hearing process. We are on
the fast track. The American people are behind us. I think from lis-
tening to Democrats and Republicans that we all want to accom-
plish the same thing even though we may have substantially dif-
ferent ideas as to how to go about it and as to some of the details.
I find a consensus of what brings us together and that is the real-
ization that the welfare program we have is the cruelest program
of all because it pays people not to succeed. Thinking back to some
of the Full Committee hearings that we have had, I was struck by
a comment that one of our witnesses made yesterday, and that was
that people will rise to the expectations you have of them. If you
don’t expect anything of them, that they will not disappoint you be-
cause that is exactly what is going to happen—nothing.

But if you raise your expectations and believe that these people
can accomplish something, they also will not disappoint you be-
cause they will have within themselves self-esteem and they will
work to levels that they did not think possible. I look forward to
this hearing.

We have as our first panel of witnesses, two of the outstanding
Governors in this country, one a Democrat and one a Republican.
Our former colleague from Delaware, Governor Carper, who has a
distinguished record here in the House as well as in the State of
Delaware is trying to make a difference and trying to stop the wel-
fare spiral.

Governor Engler of Michigan has done an outstanding job as one
of the leading Governors in this country in stopping the cycle of
welfare and the spiraling effect it has on this country. I look for-
ward to this hearing and I think it is proper that we start with
these gentlemen as our first two witnesses.

[The prepared statement follows:]



Opening Prepared Statement
Chairman Clay Shaw
Subcommittee on Human Resources
January 13, 1995

Today we begin our first hearing on the important issue of overhauling America’s
welfare system. The American people know our current system is broken. They want it
fixed. We are here to fix it.

Republicans intend to revolutionize the system from top to bottom. In doing so, we
will pursue two broad goals: We will protect the needy. We will also protect the taxpayer.

Make no mistake about it - nothing could be crueler than the welfare status quo. It is
cruel to the needy. It is cruel to the poor. It is cruel to children.

Welfare in America today does not give people a sense of personal responsibility.
Welfare in America today does not give people economic incentives to get a job and keep a
job. Welfare in American today does not create moral values that unite families as they
move up the ladder of opportunity.

Welfare today has left a sad mark on the American success story. Too many welfare
recipients live in a world where children have no dreams for the future and parents have
given up their hopes for today. It is a world without fathers. It is a world without freedom
and safety. It is a world without dignity.

It is also a world where leaders have failed to make the tough decisions that must be
made if we are to help the beneficiaries and the taxpayers.

Is it any wonder that taxpayers are asking if all the money they have spent on welfare
has done any good?

To change this failed system of socialized compassion, we plan to take eight actions:

One - we will require work of able-bodied adults receiving welfare

Two - we will send major responsibility for the design and implementation of
programs to the state and local level

Three - we will limit the length of time able-bodied adults can receive cash benefits
Four - we will end many of the overlapping means-tested programs

Five - we will limit entitlements

Six - we will limit welfare payments to minor unwed mothers

Seven - we will end welfare for most noncitizens

Eight - we will reduce welfare spending



When we have completed our task, life will be better for the recipients of these
programs. Life will also be better for the American taxpayer. We made a contract with the
American people last fall to do this. We intend to honor that contract.

In today’s hearing, we will address the closely related topics of federal spending on
means-tested programs and the role of entitlements in the growth of spending on means-
tested programs. In addition, we want to take testimony on the advantages and
disadvantages of block grants as a means of reducing complexity, saving money, and
returning the initiative on welfare programs to the states and localities.

To help us pursue these issues, we are fortunate to have with us two panels of
distinguished witnesses and an equally distinguished witness from the Clinton
Administration. We will begin with Governor John Engler of Michigan. In his four years
as governor, he has established Michigan as one of the nation’s most innovative states. His
reforms of the Michigan welfare system have produced several notable results, the most
imporant being that Michigan has the highest percentage of AFDC mothers working of any
state in the country. He is joined on the panel by Governor Tom Carper of Delaware.
Governor Carper is well known to members of this Committee for his role as one of the
leaders of welfare reform in the House back in 1987 and 1988. Many of us remember his
courageous attempts to forge a bipartisan bill in the midst of highly partisan debate.

Before turning to our witnesses, I yield to the distinguished ranking minority
member, Mr. Ford, for a statement.



9

P C(lllairman SHAW. I yield to the Ranking Minority Leader, Mr.
ord.

Mr. ForDp. Thank you, Mr. Chairman.

I, too, as Ranking Minority Member of this Committee would like
to join you and the Republicans in hopefully some type of biparti-
san spirit to fashion a welfare bill that will respond to those
human needs of people in this country. We know that there are
those who are trapped into this vicious cycle of poverty and wel-
fare, we know that the system out there is not working and re-
sponding to many of the human needs of our children and those
women who are trapped at this dead end of the welfare cycle itself.

I would like to say as we go through the witnesses, and I wel-
come the two Governors today, but as we go through this welfare
process, that the Democrats are going to make it clear that we are,
in fact, skeptical about the block grants. We won't let poor kids suf-
fer in this welfare package or the welfare reform bill we will report
from this Committee. We need to make sure we strengthen the
child support provisions, to make sure that women and children
are not the targets, that we also place that responsibility on the fa-
ther, as well.

Democrats will support responsible work requirements before
this Subcommittee to be reported in the welfare reform package. It
is clear that we must assure the welfare of our children and let it
be a national responsibility to respond to many of those human
needs and we meet those human needs in the welfare population.
We know that the welfare population is over 14 million people in
this country and we know that they are in need of changes in the
system itself.

So we as Democrats want to work with you, want to join with
our colleagues on the majority side of this Subcommittee, but more
so we want to join with the welfare population in trying to suggest
and bring about work requirements that will put welfare mothers
to work and to make sure that the fathers do their responsibility
and ease the burden on the Federal Government in paying for cash
assistance and other types of welfare programs in this country.

We look forward to working with you on this Committee and are
ready for the debate and the dialog to start now, Mr. Chairman.

[The opening statement of Mr. English follows:]
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FOR THE RECORD

The Honorable Phil English

January 13, 1995

Before the House Ways and Means Committee
Subcommittee on Human Resources

Hearing on Welfare Reform

Mr. Chairman and Members of the Subcommittee, this is a historic
and very important day. As we begin hearing testimony today on
welfare reform provisions including the growth of means tested
programs and spending welfare entitlements, and block dgrants, we
are taking our first step toward changing a system that the
overwhelming majority of Americans are dissatisfied with and want
to see changed.

I firmly believe that by embracing goals that include a frontal
attack on illegitimacy, a clear work requirement, time limits, and
controls on overall welfare spending, we will be immediately
addressing the most serious problems with our current system. 1
feel I can speak for my Congressional District in saying that the
existing problems are of the magnitude that we simply cannot wait
to begin making the changes that will move substantial numbers of
adults from welfare rolls to work rolls - not to mention saving $40
billion over the first five years of enactment.

We have a responsibility to shape reform legislation that 1links
welfare rights to responsible individual behavior and offers viable
prescriptions for reducing welfare dependency. Our reforms must
seek to preserve the family structures of those in the underclass
seeking to escape poverty.

We have a host of witnesses who will present emotional and very
serious testimony. I am grateful for their attendance and
encourage my colleagues to not lose sight of our states and our
citizens and how our decisions will affect individuals.

144
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Chairman SHAW. We are certainly starting out on the right foot.
Let’s see if we can let this continue.

The first witness today is Governor John Engler, a leader in wel-
fare reform in his own right.

STATEMENT OF HON. JOHN ENGLER, GOVERNOR, STATE OF
MICHIGAN

Governor ENGLER. Thank you, Mr. Chairman.

Let me begin by pointing to this stack of documents in front of
me that represent the rules and regulations from just three Federal
welfare programs, AFDC, food stamps and Medicaid, then as sup-
plemented by the fiscal year 1994 and 1995 changes to the rules.
These are Washington’s rules. This is what a frontline worker in
the State of Michigan or the State of Delaware or across the Nation
have to master in order to help people that are in need.

I believe that these cumbersome rules represent a barrier that
restricts States from reforming welfare, a barrier that locks fami-
lies in poverty, a barrier with your help that we must tear down.
While I come to this hearing on welfare reform to debate welfare
reform, I respectfully suggest that the answers to our problems will
not be found here.

James Q. Wilson, UCLA professor, recently said that we ought
to turn the task and the money for rebuilding lives, welfare pay-
ments, housing subsidies, the whole lot, over to our cities and
States and the private agencies to be found there.

To accomplish this goal, I propose the following guidelines:

First, get Washington out of the way. Conservative micro-
management is just as bad as liberal micromanagement. States
must have the freedom with no strings attached to implement
change. What works in Denver might not work in Detroit. Every
city and State is different. That is why the States need the flexibil-
ity to be different, to be creative in our strategy to reform welfare
and restore hope.

As you know, AFDC was set up to help widows and their chil-
dren during the Great Depression. American families, our economy,
our way of life, have dramatically changed since then and the pro-
gram has not, except to become more complicated and cumbersome.
The problems we confront are not “one size fits all.”

So a Federal “one size fits all” approach can not, has not, and
will not work. Washington has had 60 years to tackle the welfare
problem. It is time to give the States a chance. Certainly we can
do better than the current Federal system that is represented by
those rules and regulations. It is a dizzying array of failed social
experiments that break up families, discourage marriage and don't
encourage or reward work.

Let me give you an example. In Michigan there is an AFDC cli-
ent who lives in public housing, section 8 housing. This person re-
fused to be part of our mandatory work program so we sanctioned
the client by cutting her AFDC grant. Therefore, we cut her in-
come. The result—did she go to work? Not by a long shot.

Since her income went down, her housing rent was lowered and
her food stamp allowance went up. Bottom line, the sanctions for
not working became a financial plus and she was better off staying
at home and saying no to work.
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Another quick example. Because of Federal rules for about half
the families that we send checks to on AFDC, the States have no
effective way to enforce our work rules, require child immuniza-
tions or any number of other important actions to encourage re-
sponsibility and self-reliance. The irony is that these Federal rules
which are intended to protect children then actually hurt them by
condemning their families to a life on welfare.

The good news is that there is a way to solve this problem—block
grants that allow the States the flexibility they need and have
sought and demanded for so long.

Mr. Chairman, I am encouraged by your leadership and that of
this Subcommittee and other leaders in Congress who are willing
to consider replacing a myriad of some 336 Federal programs such
as AFDC, child care, food stamps, and job training, with 8 block
grants.

That pile of regulations that you saw represents only three pro-
grams. We can only imagine what it would look like if we had the
paperwork from all 336 programs. I probably wouldn’t be able to
see this Subcommittee behind that pile of documents. I think that
I speak for every Governor who has ever applied for a waiver when
I say that change is needed and needed now.

Second, real reform cannot burden taxpayers with spending in-
creases or additional entitlements. Reform must save money, re-
form can save money. Welfare reform can be a win-win for both the
recipients and the taxpayers. In Michigan, our strategy to encour-
age work over welfare saves taxpayers more than $100 million over
the first 2 years.

I would repeat that number because that is a shared savings be-
tween State and Federal Government—$100 million.

How much money can we save with nationwide reform? Plenty.
In return for the flexibility of block grants, Governors have dis-
cussed a freeze in Federal spending over a 5-year period. The re-
sult, savings of tens of billions of dollars.

Some say that reforms that save money are unfair and punish
the poor. I think what is unfair is a system that condemns too
many Americans to lives on welfare.

Third, I think we should remember that Americans are the most
generous people in the world. We seek to free the power and money
that has been held captive in Washington, not to hoard it in cities
and State capitals but to encourage innovation at the local level,
in the neighborhoods, efforts that would include churches, syna-
gogues and mosques and civic groups and families. It is obvious
that government cannot be a parent and cannot replace the family,
but government can become a partner. Working together as a com-
munity we can tap the ability of each individual to help and to be
responsible.

Mr. Chairman and the Committee, I think ultimately this debate
is about values and basic principles, about work, responsibility,
freedom and independence. And make no mistake, most welfare cli-
ents want to work and want to contribute.

That leads me to the last point—the best welfare program is a
private sector job. By limiting government, by cutting taxes and re-
ducing the burden of regulation, we can create a climate of oppor-
tunity that will allow aid recipients to leave the welfare rolls for
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private payrolls and at the same time a condition of receiving as-
sistance must be a commitment to becoming a productive member
of society.

Beginning in 1992 as a result of Federal waivers, AFDC recipi-
ents in Michigan were asked to sign a social contract that commit-
ted them to either working, training to work or volunteering for at
least 20 hours a week. We also implemented incentives to make
work pay. We eliminated disincentives to work, saving, to entrepre-
neurship. Results so far have been impressive. Three out of four
welfare parents voluntarily participated in the social contract.
More than 1 out of 4 are working, earning income, compared to less
than 1 in 10 nationwide. As a result, since the beginning of the
program some 50,000 cases and last year more than 25,000 cases
have been closed due to income from employment and welfare case-
loads are now at the lowest level since 1988.

We recently received additional waivers to make the social con-
tract mandatory and even step up the emphasis on work as the
first step toward independence. Grants will now be reduced or
eliminated for those who fail to comply within the first year.

As I pointed out earlier, there are barriers in Federal law which
limit our ability to make that as effective as we would like. There
is no doubt that Michigan’s reform plan could serve as a model for
the Nation. However, I don’t believe our approach ought to be
forced on any States. Those decisions ought to be made at the State
level, the local level, the family level.

Should there be standards of accountability? Absolutely. Rigid
rules, inflexible regulations? Absolutely not. The bottom line is set
the States free. The Speaker said that the States are prepared to
take back the responsibility if they are given the freedom to be re-
sponsible. He is right and I know that Michigan is prepared, and
I believe that America is ready as well.

Thank you for the opportunity to come here today to answer your
questions. I look forward to them.

Thank you.

Chairman SHAW. Thank you. Our next speaker will be Tom Car-
per from the State of Delaware.

Tom, you must feel somewhat vindicated from your work in the
Congress in seeing this process finally moving forward.

Governor CARPER. I feel a sense of déja vu. I want to say thanks
to you and to Members of the Subcommittee,

Chgirman SHAW. Your full statement will be made part of the
record.

STATEMENT OF HON. THOMAS R. CARPER, GOVERNOR, STATE
OF DELAWARE

Governor CARPER. It is good to be with all of you and good to see
you again. The debate that we have entered into has potential cer-
tainly for being contentious, potential for being divisive. It also
ought to be a healthy debate. Judging from the first 15 or 20 min-
utes of it, I sense this will be a healthy debate that will help us
get closer to the kind of changes we want and need to make with
respect to welfare in this country.

I am not here to speak for the National Governors’ Association.
I don’t know that they have a policy on block grants. I think to the
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extent that we do, it is probably in opposition to block grants in
food and nutrition. We will be here spending time toward the end
of the month talking about our welfare policy and some Governors
who havent thought for 2 seconds about block granting any of
these programs—some who are going to be Governors aren’t even
Governors yet. They are trying to figure out how to find their of-
fices and not whether to block grant anything. So we will have a
chance to have a debate and some discussion among curselves, par-
ticularly when the new Governors come onboard.

I don’t know enough personally about the legislation that I think
the Republican majority side has been working on, the Personal
Responsibility Act. I don’t know enough about it to be able to cri-
tique it well. I have a couple of concerns about block grants that
I would share with you later. I do have a lot of respect for some
of the people that are working on your proposals and my gut tells
me that we will be able in the end to work constructively together.

With respect to block grants, I sense that there are some things
that can be block granted. We have 150 Federal training programs
that we may or may not participate in as States. I don’t think we
need 150. The idea of block granting those can and does make a
lot of sense.

Another possibility, arguably some programs could be block
granted. Others I think arguably should not be. You may want to
consider giving States the flexibility to say if a particular State
wants to have a block grant approach as opposed to an individual
entitlement approach, let a couple of States experiment with it, see
if they really do realize the cost savings that Governor Engler has
been talking about, and let them be the guinea pig for the rest of
the country.

While I don’t know a whole lot about the legislation that the ma-
jority of this Subcommittee is working on, I do know that the sys-
tem that I think began in 1935 where we, with all good intention,
began providing some assistance to widows, I think the first Social
Security Act, that well-intended system has gone out of control and
has led us to where we are today. In spite of efforts in 1988, it has
led us to a place where our welfare system in spite of its good in-
tentions really fosters dependency and it has to be changed. I hope
that we can do that.

When you think about people who are on welfare you say why
should they get off? Consider this: In the past until recently if you
got off of welfare and took a job, what do you gain? You gain the
right to pay taxes, personal, Federal and State income taxes. You
gain the right to pay Social Security taxes. What did you lose?
Your health care, child care, you may lose your food stamps. You
have no one to take care of your kids and you may lose a place to
live. So the logical decision for a lot of folks on welfare, frankly, has
been to stay on welfare. What we tried to do in 1988 and what we
need to do in 1995 is to change the system of incentives and dis-
incentives.

I would like you to know what is going on in one little State up
the road, Delaware, what we are trying to do. The Clinton adminis-
tration, they have been good about giving waivers. Governor Engler
talked about the waivers we need to get around the rules and regu-
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lations that exist. This administration has been better I think than
any administration in history in letting us experiment.

It sure takes a lot of time and I know it takes a lot of their time
to read all our waiver requests and figure out what they are going
to waive or not waive. We have to simplify that if nothing else. In
Delaware, we are going to start at the beginning and try to turn
off the spigot.

By that I mean begin diminishing the number of kids that are
having children. Thirty percent of the kids born in our country last
year and probably in Delaware as well, 30 percent were born to
single parents, many to teenage parents, and that is not a sustain-
able situation. If it continues to worsen in the future, heaven help
us in this country.

I don’t think there is a silver bullet on turning around teen preg-
nancy, but I urge you as a Committee, just as I have urged the
President, to take a leadership role in leading a national campaign
against teenage pregnancy. I would urge you in your deliberations
to also focus on how to turn off the spigot and begin reducing the
incidence of teenage pregnancy. I don’t think it is the root of all
evil, but I think it is a close second to whatever is.

We shouldn’t be surprised that a lot of kids are getting pregnant.
If you take these ingredients, raging hormones and add a diminish-
ment in morality and the notion that people bring shame upon
themselves becoming pregnant out of wedlock, added to what kids
see in movies or on television these days. I am told the kid who
watches an average amount of television and sees an average num-
ber of movies in a year is exposed to 2,000 or 2,500 sexual episodes.

The signal that the kids are getting from the media is go for it;
there are no consequences and there is not much of a different
message in many families coming the other way. We have a lot of
kids who come home at the end of the schoolday without super-
vision. Nobody is at home. We have a situation where a lot of
young girls need and want somebody to love them and the idea of
having a baby who will love and want and need them is desirable.

You have got a lot of guys who are looking for a conquest in
order to build their self-esteem. They do it by gaining a sexual con-
quest and being able to brag about how many kids they have fa-
thered. To make things worse is a welfare system which says if you
have that child out of wedlock whether you are 13 or 33, we are
going to provide a safety net for you and provide for your needs
and the needs of your child to some degree, we should not be sur-
prised that given that system where we are today as a country.

Delaware, on the issue of teenage pregnancy, a couple of ways we
propose to eliminate that. We are establishing a nonprofit private
sector alliance. The alliance will include not just government but
a lot of private sector corporations, we hope, nonprofit organiza-
tions and the religious community in our State as well. We propose
to begin a multimedia campaign probably on a lot of television
shows and radio stations that you and I don’t watch or listen to but
to get a message to encourage kids to postpone the age they become
sexually active and literally to help kids develop the message.

We will be holding a teen summit for teenagers from across the
State to come and meet with their Governor and tell us what they
think we should do. We will be asking them to develop 30-second
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and 60-second videos where they will be able to put the names of
their schools at the beginning of the videos to put out the message
to encourage kids to wait, to remind them of the problems of pov-
erty and disease and the need for parents to talk to their kids. We
are going to kids who know best I think how to solve this problem
to help us to deliver that message.

We will be making changes in our school curriculum, asking
college-age kids to come in and work with high school-age kids,
college-age kids who have made the decision not to become preg-
nant, to work with high schoolers to encourage them to make the
same decision. We are going to have high schoolers who have made
the decision not to become pregnant to work with junior high
school children and to be role models and to teach skills to say no.

Other things that we are doing to address the issue of teen preg-
nancy, we are going to require in our waiver request that we are
submitting to the Clinton administration at the end of this month,
require kids to live at home not to be able to move out when they
do become pregrant, require them as a condition to be eligible for
AFDC to assist fully in determining paternity, and we are going to
require them to stay in school, either a regular school or in an al-
ternative degree program, in order to be eligible for benefits and
to the extent they don’t do that, the sanctions that we would im-
pose are dramatic and eventually would wipe out entirely the
AFDC grant that might be going to the parent, in this case to the
grandparent, or the baby.

We are working on the prevention side to prevent teenage preg-
nancy. Among other things, parenting skills, providing a broad
range of parenting skills for a lot of people who haven’t a clue how
to raise a child. We are making it possible for 4-year-olds in our
State in poverty to participate in Head Start, school reform initia-
tives bringing hundreds, maybe thousands of mentors to the
schools to be positive role models for kids who need them. We have
a bunch of boys and girls clubs springing up around our State; PAL
facilities, community facilities. The idea is to give kids something
constructive to do. We can’t just impose sanctions, but we have to
;S)rovide positive alternatives, and we are trying to do that in our

tate.

Let me mention briefly the five principles that underlie our wel-
fare reform initiative in Delaware. John spoke to one or two of
these. One, people should be better off when they go to work, not
worse off. Work should pay.

Two, there should be some limits on benefits. There shouldn’t be
a lifetime entitlement, but reasonable benefit time limits. We pro-
pose that the time limits will change as the person gets older, that
the time limit diminishes with the person’s age.

Three, we like the idea of a social contract of mutual responsibil-
ity. I am the welfare recipient, you are the State. For example, you,
the State, offer to do certain things to help me, the welfare recipi-
ent. For example, you will help me with my education, to get my
high school degree, help with job training, with job placement,
maybe help me with some transportation to the job, some child
care for my kids and make sure that we still have health care.

That is your part of the social contract to me, the recipient. My
responsibilities would be to take advantage of the education, take
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advantage of the job training, take the job that is presented to me,
even a minimum wage job, make sure my kids are in school and
once I have the job, to work, not to quit the job. If I do, I will face
sanctions. In some cases, I will face the complete total lifetime cut-
off of AFDC eligibility. Make sure my kids are in school. Make sure
my kids are getting immunized. That is part of the social contract.
We are being forceful with sanctions if I choose not to participate.

The fourth element is that both parents have a responsibility to
support their children, both parents the custodial parent and the
non}tl:ustodial parent in those cases where families are not living to-
gether.

Finally, all too often our policies in the past have encouraged the
formation of one-parent families. When a gal gets pregnant, she
marries the welfare office, not the guy who has fathered the child.
We need to change the regulations so they encourage the mainte-
nance and sustenance of two-parent families.

What do we need from the Federal Government as States? We
need your help. We need a national campaign against teenage
pregnancy. [ asked the President to be a national leader of that
campaign and we need all of us working on that to deliver that
message.

Second, we need a strong economy. We need the kind of job
growth that we have seen over the last couple of years. We need
to see that continue. Nationally, I think we have 5 million new jobs
in the last 2 years.

In Delaware, we are up to 10,000 jobs in the last 12 months
alone. We only have 10,000 families on AFDC and to the extent
that we can create those kinds of jobs, we can better move welfare
recipients into private sector jobs. I don’t want a public sector work
force. I want private sector jobs. The need for the continued work
on a strong economy is much appreciated.

Earned income tax credit. Congress doesn’t get a lot of credit, the
President doesn’t get a lot of credit sometimes when you do the
right thing. You did the right thing with respect to the earned in-
come tax credit last year. You have made it possible for me to say
to the welfare recipient in my State, take the $4.25 an hour job.
It is effectively a $6 an hour job because of the earned income tax
credit. What would be real helpful, though, is for us to be able to
bring the benefit forward so that I don’t have to wait until next
year as a welfare recipient when I file my taxes, that I can actually
see it in my paycheck on a regular basis.

John is experimenting trying to bring the ITC forward and the
Department of HHS is maybe issuing checks. But there has to be
a less cumbersome way to do that. The important thing is, we have
the ITC. Now let’s put it in a way that is effective and provides
a real incentive in making work pay for recipients.

I would like to be able to bundle some things, take the cash
value of an AFDC grant or of food stamps or of child care for a par-
ticular recipient and take part or all of that and give it to an em-
ployer for a period of time. That employer would hire somebody,
train them, bring them up to speed to be a productive employee,
maybe provide onsite child care, provide health care for a compa-
ny’s plan. We need that kind of flexibility. That would be helpful
to be able to experiment with that.
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We need help in my State. We will be spending more State
money in the next couple of years on child care. We will be requir-
ing girls to stay in high school, we will be requiring people to take
Jjobs within a period. In doing that, we want to make sure that they
do have child care so that the kids are well cared for. I want to
make sure when a person takes a minimum wage job and leaves
welfare they don’t walk off a cliff and lose their health care at some
point. We will be spending more State money for Medicaid and
would invite the Federal Government to join us in that.

We need help with interstate child support enforcement. Mine is
a little State. You go 30 miles around northern Delaware you could
be in Maryland, Pennsylvania or New Jersey. We do a good job in
Delaware collecting child support enforcement for people in our
State, but when they move across the line it is a lot more difficult.
We need your help and we need the help of other States in order
to be able to go and get the money for kids.

We need to be able to do a Delaware plan or a Michigan plan
without going through all this time and effort on our part and on
the part of the Federal Government to get the waivers. A lot of the
stuff we want to do, you give us a waiver for it. Don't give us a
waiver for it, but rewrite the law and rewrite regulations so we
don’t need a waiver, so that we have the flexibility right from the
start. And let’s use some of the people and the administration that
spend so much of their time looking at waiver requests, instead of
doing that and micromanagement, why don’t we let them figure out
what is working in welfare reform, what programs, what States,
what counties around the country are doing a good job of moving
people from dependency to self-sufficiency and for them to maybe
be a clearinghouse to share ideas.

A couple of concerns on block grants. I think some approaches
lend themselves to block grants. I want to make sure that we are
able to make more work pay, that a person is better off by taking
a job, not worse off.

I am concerned that we not inhibit the ability of us to do that
by somehow block granting and not permitting AFDC maybe to
grow and to continue for at least a little period of time. We expect
to continue and let someone receive a portion of their AFDC grant
when they take a minimum wage job until their income reaches a
c(ferrtain point. I want them to be better off from working, not worse
off.

Another concern, we are going to be spending more money on
child care. Absolutely. We are willing to spend our State’s money
and we think it is a good investment of our State’s money, a good
investment of Federal money. My gut tells me that if we make that
kind of investment, a couple of years from now we will be spending
less for child care, but initially we expect to spend more. The same
would be true with health care as we try to move people into pri-
vate sector jobs which eventually will have health care.

Also a concern on block granting recessions. I was elected, Rep-
resentative Levin was elected in 1982. We were elected at the bot-
tom of the worst recession since the Great Depression. The econ-
omy will eventually go back into the tank, we just don’t know when
or how far. I want to make sure that when that happens and our
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caseloads are sort of naturally driven up, that we don’t end up
without any kind of a life preserver.

Flexibility in mandates. The kind of flexibility that I want also
includes—let me say where we have been. In the past, if a State
wanted to say we want to put a family cap in place, to say that
if you are on welfare and you have more kids we are not going to
pay you more money—in the past we have been prohibited from
doing that. The Clinton administration gave us waivers to let us
experiment with that, but we have been prohibited from putting in
place a family cap. Now we talk about an arrangement where we
impose automatically, we don’t give a State any alternative from
having a family cap. We go from one extreme to the other and that
is not my definition of flexibility.

Another example of where we have been, in the past our system
has been one where we say look if a teenager has a child we will
provide the full range of benefits for that teenager and that child.
We sort of go from that mandate in that one direction to a potential
mandate saying that if a State even wanted to provide benefits or
assistance to a 13- or 14- or 15-year-old kid who has a baby, you
are prohibited from doing that.

So we take away our flexibility, but we do it in another direction,
and I don’t think that is what most Americans want. I don’t think
that is what we want to do in Delaware. As John says, most wel-
fare recipients want to work. I think the people of this country and
the people of my State want to help them work. We expect them
to work. We want to prepare them to work and to help prepare
them for work. We want for them to go to work, we want them stay
at work. We don’t begrudge helping people, but we want and expect
them to go to work and to stay at work.

Last, we need to work together. I found in 1988, I was frustrated
in our efforts to try to reach a middle ground. We started off with
a democratic position on welfare reform and in the end we voted
in two options, a democratic plan which was maybe on the love side
of the tough love scale, and then we had a Republican plan, which
was probably on the tough side of the tough love scale, and we real-
ly didn’t have an alternative to do anything in between.

I hope that Governor Engler, working with other Governors and
with all of you, can find a way not to polarize this issue but to find
a way to work together and I think there is common ground and
common threads that we ought to be able to do that and I think
this is a good start today.

Chairman SHAW. Thank you both. [ am confident the two of you
could sit down and draw up a plan this afternoon.

Mr. Camp.

Mr. CamP. I thank the Chairman for yielding and I welcome the
Governors, my former colleague Governor Carper and Governor
Engler, thank you.

We are not only from Michigan, but we are from the same part
of Michigan. I thank you for the bold leadership you have shown
in our State and that you have brought not only to the issue of wel-
fare, but other issues that have made a positive difference for peo-
ple in our State. These are the Federal child welfare regulations
only, 18% pounds. It cost almost $20 to mail one package of these
to you in Lansing. So we do have a problem. And I appreciate, Gov-
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ernor Carper, you are saying that we need to rewrite the law so
you don’t need a waiver. That is what we hope to do.

Governor Engler, have you been denied—we heard Secretary
Shalala testify about the number of waivers the Federal Govern-
ment has granted. Throughout your application, can you tell us a
little bit about what that waiver process is like? Is it complex? Are
you ever denied waivers?

Governor ENGLER. I think that we have two sets of waivers ap-
proved; one under the Bush administration in 1992, and last fall
under the Clinton administration. In both instances, the adminis-
trations were willing to work with us and cooperative in the White
House, but HHS and their process is ridiculous. It is a process that
needs to be eliminated.

Why do we need Washington to say please let us reform our pro-
grams? I think that we ought to get rid of the process. What [
would call for in a block grant is to eliminate the filing of a State
plan in Washington where it has to be approved by Federal offi-
cials; let each State write their own plan and keep it on file in their
capitals and make it available.

I certainly accept accountability for how funds are expended, but
I think that everything that Governor Carper suggested in terms
of flexibility ought to be the decision of the respective States. One
size doesn’t fit all. We can work through a waiver process, but
why? Is it just to keep bureaucrats busy?

If we are looking to cut the budget, I say turn the power back
to the States and get rid of the bureaucrats. We have a lot of inter-
est groups who follow welfare systems, let them analyze which pro-
grams work and which don’t. We don’t need paid Federal officials
to do that for us. I think that is how we get started on bringing
this Federal deficit under control. We need to get rid of unneeded
and duplicative services that are being performed in Washington
that aren’t contributing any solutions at all.

Mr. CaMP. What is your view on requiring job training as op-
posed to requiring work and if a block grant for those job training
programs were given to Michigan or to the States, would you, as
part of the plan, craft a program that emphasized training and
education?

Governor ENGLER. Again, I think that a State would be well ad-
vised to have that. It is a core of what I think virtually every State
is doing. We recognize—we both said that today—that the best wel-
fare program is a job. This shouldn’t be about a competition to see
who has the best welfare in the Nation, but who has got the most
jobs and how do we get people working.

To the question of should Congress mandate that, I want to be
somewhat consistent taking perhaps a more conservative viewpoint
than even the Committee majority might choose to take, that is, let
the States decide that. I think we would all decide to have a work
program, but let us decide it, let us craft it. If you want to say that
we should have one, fine, but don’t invite Federal bureaucrats in
to define what kind of program we should have.

Mr. Camp. In Michigan, what has been some of the reaction not
only through the welfare infrastructure which we call the Depart-
ment of Social Services, caseworkers and others and their clients
in terms of participation rates and your social contract, with em-
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ployment and can you give us an idea of how your reforms and the
changes they have made have impacted people?

Governor ENGLER. The social contract was implemented October
1992 under the Bush administration waivers. It was a voluntary
program and we have been getting participation as high as 70 per-
cent. What is the social contract?

To summarize, it is almost a reciprocal agreement. Someone
comes into one of our offices and says I need help; we say we will
help you if you meet the qualifications for help, and if we help you,
you have a reciprocal obligation that you must help by either going
to work, by training to go to work or becoming a volunteer. We
have ended the process of simply sending a check to that person’s
home and saying let us know when we should stop sending the
check. We have had good participation in that.

The reaction on the part of the professionals in the bureaucracy
I think started out to be quite skeptical. Most of our workers who
have been with us any period of time have been through all those
regulations that you are holding up and they have seen these pro-
grams change almost annually and are almost beaten down by the
process. We say we are going to clear away some of these obstacles
that prevent people from working whether it was on income dis-
regards or limitation on how many hours you could work in a
month or whether or not there could be two people in a home.

We took social workers and put them back on the focus of why
they went into social work in the first place. There is great skep-
ticism in the States about ever getting the Federal grip off their
throat but there is great enthusiasm for that prospect. So we view
this short period of time as critically important and one of the rea-
sons there is, at least on my part, a sense of urgency is I think
there are those in the Nation who are comfortable coming to Wash-
ington trying to set social policy for America in all of our States.
What we are saying is turn that back to the States. And they are
reluctant to travel to Lansing and Springfield and other parts of
the hinterlands that they have perhaps never visited, but I think
to have to go to Tallahassee might be an enlightening experience
for someone who spent their entire career in Washington, DC.

Chairman SHAW. The time of the gentleman has expired.

Mr. Ford.

Mr. ForD. Governor Carper you mentioned in your testimony
about the flexibility that we should give States. But, I guess, in the
closing remarks of your statement you went beyond that and talked
about the flexibility and having some type of Federal guidelines as
we might give the States this flexibility. Are you speaking of this
flexibility in the AFDC Program itself on how we go from one ex-
treme in current policy of public welfare into a new block granting
program that is being talked about under the Contract With Amer-
ica?

Governor CARPER. If we are not careful, what we may end up
with is having to replace one overly prescriptive approach for an-
other overly prescriptive approach and I don’t think that is what
we want or need. In the State of New Jersey, a year or so ago they
decided they wanted to experiment with the approach to a family
cap, to say if a welfare recipient on welfare became pregnant after
a year or so, that they would not increase the size of the grant to
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that family, to see what effect, if any, it would have on discourag-
ing a second or third pregnancy for welfare recipients. The law of
the country said you can’t do that. The then-Governor of Florida
had to work hard with the administration to try to get relief from
that restriction.

For us to go from that position to an approach saying to a State
you may not increase the size of a welfare grant to someone who
1s having a second or third child while they are on welfare, I think
that goes too far in the other direction. We want the flexibility to
figure out what works best in Delaware or Michigan. In my State
we may want to experiment in a couple of years with the idea of
not providing a full range of benefits for

Mr. ForD. But the block grant program would give you all that
flexibility would it not?

Governor CARPER. I speak not knowing what the Personal Re-
sponsibility Act says or does in detail. I am somewhat familiar with
the so-called Contract With America where States, as I understand
it, would be denied the ability even if they wanted to provide bene-
fits for a teenager who had a child who was born.

Mr. FORD. What about that? The teenage pregnancy campaign
that you talked about, we can’t just say no to sex and think that
would be a national campaign. Out-of-wedlock birth among teen-
agers is growing rapidly. How do we address that in this legislation
and what type of national campaign is needed?

Governor CARPER. I talked about the 2,500 sexual episodes kids
are exposed to every year where the message is go for it and there
are no consequences. I think we have to show that there is a con-
sequence. Here is a message I take to kids in junior high schools
and high schools around our State. If a 16-year-old girl becomes
pregnant and drops out of school and does not marry, the likelihood
that she and her family will live in poverty is almost 80 percent.
If that same 16-year-old girl does not become pregnant, finishes
high school, waits until 20 to have a child and marries, the likeli-
hood of poverty is 8 percent. That is the kind of message I would
like us to offer over and over again.

I think eventually that kind of message sinks in. That is part of
the message that I think we have to deliver, that there are con-
sequences to teenage pregnancy. The consequences are living in
poverty, the consequences are they end up dropping out of school,
more likely to become drug addicted and more likely to be in prison
and on welfare.

Mr. FORD. What about the State of Delaware as it relates to child
support enforcement? Have you had a problem when you try to col-
lect child support payments when people leave Delaware?

Governor CARPER. That is a tough one. We are a little State. We
are about 40 miles wide and 100 miles long. We have about as
many people, maybe a few more than the average congressional
district. When someone moves across that border, it gets very dif-
ficult to go after a noncustodial parent and make sure they are
paying what is owed. I am told that there is close to $50 billion in
child support enforcement orders that are in place. We are only de-
livering a fourth of the money to children and to families that are
owed that money. We need to do a better job. To the extent that
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we can do a better job—you can help us do a better job collecting
that money that potentially is less of a drain on taxpayers.

Mr. Forp. Will States do a better job with this block grant pro-
gram if it is implemented to protect the children of this country
who are at risk?

Governor CARPER. I am not confident that we will and I have a
healthy skepticism that we will. I am going to withhold final judg-
ment until I know more about the actual proposal.

Mr;7 ForD. Should we continue a strong Federal support pro-
gram?

Governor CARPER. We need to strengthen our ability to work to-
gether across State lines, and I think there is an appropriate role
for the Federal Government in interstate collection of child support
that is ordered.

Mr. ForD. Governor Engler, you talked about reform can save
money, welfare reform can be a win-win for both recipients and
taxpayers and in Michigan our strategy to encourage work over
welfare has saved taxpayers more than $100 million over the first
2 years. Isn’t it true that you eliminated the general assistance
program where you save a lot of money and just cut people com-
pletely off? Isn’t it true that you took kids off AFDC and put them
on Supplemental Security Income, that they receive checks, and
that makes up the $100 million savings that you might have in
Michigan?

Governor ENGLER. No. Let me separate the two.

It is true we had general assistance in Michigan, a program that
paid cash benefits to single, able-bodied adults primarily, and we
saved a quarter of a million dollars annually on that, but I don’t
include that in savings because that is a savings approaching $1
billion, getting rid of that program. We actually used—that was a
Michigan-funded program. We did not have a Federal partner on
that program.

We ploughed back much of that savings into supporting benefit
levels on the AFDC side and the savings I referred to are a result
of a cost neutrality, a study that we have done of our Federal waiv-
ers. We were required to do this report as part of the Federal waiv-
ers received in 1992 and this is showing the $100 million savings
that I referenced and those are AFDC, Medicaid and food stamp
savings.

Mr. FORD. Many of these kids left AFDC and went on SSI; is
that correct?

Governor ENGLER. No. We certainly have children who qualify.
SSI is a Federal program. We don’t write the rules for that.

We try to comply fully with SSI. If somebody qualifies, of course
we want them to take advantage of the program but the savings
I refer to are programmatic as a result of work requirements and
some of the methodology shows how we have saved on both admin-
istrative and cash costs because we have been moving people out
of welfare into work.

Mr. Forp. The sanctions, and you mentioned in one of the exam-
ples, this woman who was offered a job in this program and that
is what we must do in this welfare reform package; able-bodied
men and women must go to work if the job opportunity is pre-
sented to them. We understand that. What are the alternatives
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that we must put into this new welfare policy that will make this
happen? You said there was a decrease in section 8 rent and an
increase in food stamps. So where the savings comes in, I don’t
know, from the Federal perspective on it.

Governor ENGLER. I would say that we probably ought to, first
of all, repeal from the food stamp law the requirement that we
can’t penalize or reduce food stamp benefits for a family where
there is a child under the age of 6. I think if there is a child under
the age of 6, but the parent says I am not going to work, we ought
to be able to sanction the family. That is one specific change that
can be made.

I think we should have an opportunity to perhaps say that sec-
tion 8 eligibility is contingent upon going to work if work is avail-
able as opposed to that becoming an entitlement that lasts forever.
In other words, give us the flexibility, we will put those kinds of
changes in. We may do it differently than other States, but that is
fine because we will have 50 different laboratories of innovation at
work trying to crack what has been a pervasive problem.

I think for those that defend the current system the burden of
proof is on them to defend the failed system. I think those arguing
for change and reform do so against a backdrop we know that what
we are replacing doesn’t work. To presume that those who want to
defend the current system should be given debating points for say-
ing those who propose change have to overcome some burden, I
think that is false.

Mr. ForD. Do you support the family cap?

Governor ENGLER. I would leave that up to the States. I think
that New Jersey’s approach that we didn’t apply for a waiver to get
a family cap, we are very interested in what is happening in New
dersey. I guess I think that we ought to have the availability of all
of these different experiments around the Nation to say do we want
to go with a family cap or not.

I am not necessarily troubled by that, but it just isn’t the strat-
egy that we have employed at this point, just like cutting off bene-
fits for a teenager who becomes pregnant. That is not a strategy
that we have sought to employ. I would like to see how it works
in a State that does try that, but we have a strategy and a plan
that we think is working pretty well for us and more importantly
it is getting people off welfare.

Fifty thousand AFDC places closed in the last 2 years and that
is the direction we ought to go. If we could take these 154 training
programs, block grant those, we could do a much better job with
the job training money that Congress is sending out there and we
could improve the program dramatically just by getting rid of the
administrative costs.

Mr. FORD. The time has expired for me.

One thing, Mr. Chairman, Mr. Camp, you mentioned about the
18, 19 inches of child welfare amendments. I just want to state for
the record, unless you mean welfare issues that are pertaining to
this particular bill, child welfare amendments are not included and
not a part of this debate in welfare reform. Those are not issues
that we are taking up before this Committee on welfare reform, if
I am correct on that, Mr. Chairman.

Mr. SHAW. Mr. McCrery.
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Mr. McCRERY. Thank you, Mr. Chairman, and thank you, Gov-
ernors. Thank you for coming and sharing with us your views
today, and congratulations on your efforts to change the welfare
programs in your States. And evidently you have had some degree
of success.

The question, though, that keeps coming back to me as a Mem-
ber of Congress and as a policymaker at the Federal level, when
we talk about block grants, and certainly I don’t want to give you
the impression that I am going to oppose block grants, I like the
concept generally, but if you say just give us the money, no regula-
tions, no strings attached and we can do a better job, that may be,
although the question I get from the press occasionally, for exam-
ple, is: Can we trust the States to do the job with the money?

Isn’t that why the Federal Government took over this respon-
sibility in the first place, because the States were not fulfilling that
responsibility?

Governor CARPER. Could I answer that?

Mr. MCCRERY. Let me just complete the question because I want
you to address both parts of it. Another part of the question is: If
we raise the revenues, if we impose the taxes at the Federal level,
why shouldn’t we control the program? Is the answer for us to cut
taxes at the Federal level and allow you to raise taxes at the State
level to fund your own welfare programs?

Perhaps that would be a way to cut the Federal deficit. It sounds
good to me. [ will let you comment on that.

Governor CARPER. I will comment if I could. An entitlement pro-
gram is as much a financing mechanism as anything else. If a Fed-
eral Government gives money to a State or local government or to
an individual, funds 100 percent, we should not expect nec-
essarily—you should not expect that the money is going to be well
used. If you don’t require of the State or local government or the
individual, you may be unpleasantly surprised with the abuses that
occur. Child care and AFDC and Medicaid, the States are your
partner in this financing mechanism that we call entitlement.

We essentially fund half of it. If we want a more generous bene-
fit, we have to pay for half of it. The Feds match that. But it is
real important that you continue to ask the States to be full part-
ners in paying for this stuff, otherwise you will find that the money
is misspent far more than is already the case.

Governor ENGLER. I would approach it from this way if I could,
Congressman. I am not sure that the Federal rationale was at all
that the States weren’t doing their jobs. I mean, certainly I would
point out to the Committee that if there were Federal concern
about how effective State programs were, there probably would
have long ago been an effort to federalize the level of benefits.
There is more than a 100-percent variation between States on ben-
efit levels, so clearly once you federalize, there are rules and regu-
lations.

And T just think that the power that has been accumulated in
Washington is in part in this area like in so many other areas an
effort to control programs and to control money that isn’t being
raised by Congress. In effect, what I think has happened is your
rules and regulations are not only controlling the money you are
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spending, but they are also controlling the money being raised in
the States.

And I would take the deal in a minute if you said to me you will
release the revenue source and turn both the source of the revenue
and the program back to the States. We can make that deal and
shake hands right now.

I fear, though, with your $4.5 trillion in debt in Washington that
you perhaps need that revenue source to retire some of your debt,
which I support and applaud the balanced budget amendment. You
probably can’t unhook quite as easily or quickly as you or I might
like, therefore, how do we transition from a system that has been
federalized to a system that is filled with innovation and allows us
to get at the real purpose of welfare, and that is to get people out
of poverty and break that pernicious cycle, and I think that is turn-
ing it back.

I think the States have to come back to the table and say we are
willing to be part of this, given the context of the whole Federal
budget, and that is where at least I have been willing individually
to say we are willing to engage in a discussion about some type of
level funding or inflation funding, but nothing like the Congres-
sional Budget Office estimates of what these programs are costing
out into the future.

We think that the tradeoff may be appropriate because we think
there is that much savings that is potentially there with the free-
dom and flexibility. We also think the public is—the Kaiser Foun-
dation just this week, it was out yesterday, released a survey that
they took, a national survey in January of this year, State versus
Federal Government, regarding welfare reforms, do you think gov-
ernment officials should experiment at the State level, 52 percent;
reform at the national level, 29 percent.

I think there is overwhelming public support for letting the
States tackle this problem. We just need the elected representa-
tives from the States who serve in Washington to stand with us on
this question.

Governor CARPER. Mr. McCrery, you may want to consider for
the Federal Government to give States objectives, certain bench-
marks, objectives for us to achieve in order to be eligible for a full
range of funding. One idea that comes to mind is to require us to
reach a certain percentage of determination of paternity in order
to fully participate. Those are the kinds of things I think make
sense.

Mr. McCRERY. So you do recognize some role for standards, ob-
jectives, goals at least at the Federal level as long as we are provid-
ing the tax revenues.

Governor ENGLER. Part of the tax revenues.

Mr. SHAW. The time of the gentleman has expired.

Mrs. Kennelly.

Mrs. KENNELLY. Thank you, Mr. Chairman.

Governor Engler, the Department of Health and Human Services
has provided this Committee with a table that takes a hypothetical
look at individual States, whether if they had been frozen as is
being suggested today with the block grant approach in 1988, what
would have happened to them by 1993.

[The following was subsequently received:]
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Hypothetical Impact in FY 1993 if an AFDC Block Gram Provision Similar to the Block Grant
Option in the Personal Responsibility Act Had Been Adopted in FY 1988 Using FY 1987 Funding Levels

(amounts in millions)
State FY 1993: Actual | Block Grant: 103%
Federal Payments of FY 87 Level

$ $57 ($22)  -28%
$60 $29 $31) -51%
$200 $65 $135)  -67%
$50 $42 ($8)  -16%
$3,205 $2,157 ($1,048)  -33%
$102 $70 $32) 3%
$207 $124 ($83) 0%
$23 $15 $8)  -35%
$67 $52 $15 -22%
$517 $202 ($315)  61%
$297 $189 $109)  -37%
$8 $3 $5 6%
$76 "$38 $38)  -50%
$24 $18 s -28%
$487 $487 $0 0%
$158 111 $47) -30%
s111 $110 < (S1) 1%
$84 $56 ($28)  -33%
$166 $110 (356)  -34%
$141 $129 $12) 8%
$75 $62 $14)  -18%
$190 $147 ($44)  -23%
$408 $303 ($106)  -26%
$751 777 $26 3%
$239 $198 4 -17%
$75 $69 (36) %
$189 $146 $43)  -23%
$37 $30 $n  -19%

The table estimates, for FY 1993, the hypothetical impact of a mandatory AFDC block grant provision
similar to the block grant option in the Personal Responsibility Act, assuming implementation

of the provision in FY 1988. The level of the block grant for each State is set at 103 percent of

FY 1987 Federal payments for AFDC benefits and administration, unadjusted for inflation.

The Family Support Act was not in effect during FY 1987. To avoid overstating
the impact of a block grant, Federal payments for AFDC work activities (WIN/JOBS) and
AFDC:-related child care are not included in either columm.
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Hypothetical Impact in FY 1993 if an AFDC Block Grant Provision Similar to the Block Grant
Option in the Personal Responsibility Act Had Been Adopted in FY 1988 Using FY 1987 Funding Levels

(amounts in millions)

FY 1993: Actual | Block Grant: 103% Difference
Federal Payments of FY 87 Level
$46 $41
$28 $i0 17
$31 $12 (519)
$341 $298 ($43)
$94 $45 ($49)
$1,684 $1,268 ($416)
$263 $154 ($109)
$22 si4
$626 $522 ($105)
$140 $84 ($55)
$146 $92 ($53)
$561 $506 ($56)
$65 - $59 (56)
$75 $50 (525
$92 $86 (36)
$19 17 ($3)
$166 $95 $71)
$385 $207 ($178)
367 $51 ($15)
$42 $31 ($11)
[Virgin Islands $3 $2 ($1)
[Virginia $138 $117 ($20)
[Washington $365 $239 ($126)
[West Virginia $97 $87 ($10)
[Wisconsin $289 $348 $58
[Wyoming $19 si1 (88)
JU.S. TOTAL $13,834 $10,243 ($3,591)

NOTES:

The table estimates, for FY 1993, the hypothetical impact of a mandatory AFDC block grant provision
similar to the block grant option in the Personal Responsibility Act, assuming implementation

of the provision in FY 1988. The level of the block grant for each State is set at 103 percent of

FY 1987 Federal payments for AFDC benefits and administration, unadjusted for inflation.

The Family Support Act was not in effect during FY 1987. To avoid overstating
the impact of a block grant, Federal payments for AFDC work activities (WIN/JOBS) and
AFDC-related child care are not included in either column.
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Mrs. KENNELLY. Your State, it is a plus three in Federal funding.
Another State gets a plus. Another State gets a zero change. Forty-
seven States get a real minus, my own in the range of 40, Florida
in the range of minus 61 percent of Federal funding. We know that
people don't like the income tax but they really don’t like increas-
ing the State income taxes, and property taxes are an anathema.

So what would you suggest to my Governor, Governor Rowland?
We know you come out good because you had that recession much
earlier than most of the States, that is the way it is resolved. What
would you say to Governor Rowland who is looking at a block grant
and realizes he is still in recession and still got problems, that he
could lose 41 percent of funding and would have to pick it up some-
where else.

Governor ENGLER. I haven’t seen the HHS chart. I would like a
copy of that to look at it. I would certainly say to Governor Row-
land and other Governors, we really have to take ourselves where
we find ourselves today. The historical information is helpful and
it may be a predictor that it doesn’t work free and easy for every-
one, but I also think that the risk that we have as States in this
process—and in fact it converges interestingly to some political
agendas—would be that nothing happens, that there be no change
in Federal rules, regulations, that we continue with the federalized
system and we pretty much maintain the status quo.

At the end of the day, though, then my fear is that the budget
process kicks in and we say, you know, that deficit, recognizing we
are going to have to deal with that so why don’t we cut these pro-
grams 15 percent across the board. And I think the consequences
of that for Governor Rowland or Governor Engler or for Governor
Carper are pretty devastating.

If we get across-the-board reductions and no freedom or flexibil-
ity, then we really are up against the wall. I am trying to put this
in context, and a lot of this has to do with what are we going to
assume that Congress and the administration might do with social
welfare programs or other programs that affect jointly held pro-
grams between the States and the Federal Government.

I think that Governor Rowland’s situation or other Governors out
there and I have talked to Governors, many of them across the
country, about—and I think there is a lot of uncertainty about
what this means, but there is also a lot of uncertainty about what
the status quo means in terms of funding. There is 100 percent cer-
tainty about what the status quo means in terms of ability to run
our programs at the State level. It means we can’t innovate the
way we would like or be creative the way we would like to or begin
to solve the problems the way we would like to.

We know the status quo doesn’t work and we assume it is going
to change. The question is how. And I guess I come down on the
side of maximum flexibility and we work out these problems.

I realize this is a deliberative process, we hope, between the Gov-
ernors, among Governors and Members of Congress, Members of
the Senate, that we can come to an amicable resolution on this and
have the President sign it.

Mrs. KENNELLY. Thank you, Governor. The point of the chart I
think, I should be fair to say to you, is what happens when there
is a recession and you have a block grant. When I met Sandy
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Levin, and I have worked with him for years and you are very
lucky to have him represent your State, you were in deep recession
and I can remember his being so concerned.

Now I am in that situation. So my point is that block grants, you
really have to worry about recession and I think have to work to-
gether to look at that.

Taking you up on what you just partially said in the answer, if
you look at the Contract, you were asked, Mr. Ford asked you
about the family cap. That means an additional baby.

Governor ENGLER. Right.

Mrs. KENNELLY. When you are talking about a family cap, when
you are talking about establishing paternity, even if the mother at-
tempts to establish paternity, if a State doesn’t establish paternity,
you can’t get these things.

There is a list of things the Contract mandates. So what you are
saying, the flexibility gets lost. If you mandated this whole list of
tlﬁings, you just exchange one list of things for another list of
things.

Governor ENGLER. Exactly right. I mean, I have described it this
way: Six months ago we had a majority that wanted to proscribe
benefits. Now we have got a majority that wants to proscribe be-
havior. We are still in the proscribing business. I am saying, let’s
sever that in terms of the relationship between the States.

Unless the Committee is willing to say there is a State in Amer-
ica that can’t be trusted to run their program and it is this State
or that State or these combinations of States, under our system,
the way I think the Founding Fathers envisioned it, they thought
States played pretty significant roles in these kinds of issues.

I for one am ready to leave the Congress to deal with Bosnia and
the Middle East and Russia and a number of these issues, but let
the domestic policy largely be the province of the States.

Mrs. KENNELLY. Thank you, Governor.

Mr. SHAW. Mr. Collins.

Mr. CoLLINS. Thank you, Mr. Chairman.

I thank each of you for being here and respect the jobs that you
have and the challenges that you have in each of your States. I
think it is evident by the Chairman to begin with the Contract it-
self as a basis for the hearings. Also the purpose of the hearings
is to receive input from you and many others so that we can derive
a final document.

Also, it is pretty evident there is a difference in each of you as
far as your States, as far as your philosophy, and I am sure we will
find that as we talk to many other Governors across the States and
across the country.

Along with flexibility comes accountability. The only way I know
to measure accountability is by results, and I think the results of
the current system is why we have accountability on November 8.
A lot of people were held accountable.

If we block grant down to each State with true flexibility, that
same type of accountability is going to be shifted to you and other
Governors and to legislatures across the country. But you men-
tioned, Governor Engler, accountability in your comments.

What measures of accountability do you envision, and you, too,
Governor Carper, as a method of reporting back to the Congress in-
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terim results, or should we wait for final results or what should be
a geriod of interim reports so we can know exactly what is going
on?

Governor ENGLER. Congressman, I think your question goes right
to the heart of it, and I appreciate the question and the insight
that it represents because I think Governor Carper mentioned
benchmarks. I mean, what are the criteria? What are the percent-
age of illegitimate births in the State, how many cases, percent of
caseload working, you know, what are the benchmarks that we
want to pick?

I am willing to—certainly any of those that are mentioned, I am
willing to take a number of those areas and say, let’s say that each
State has to have a work program and has to report back on the
effect or the impact of that work program.

I tell you today in our AFDC Program, the last December data
shows 26.1 percent of our AFDC cases where the parent is working,
earning income in the private sector. The average earnings, inter-
estingly enough, were in excess, have been consistently in excess
of about $400. So those are the folks that are getting ready to go
off and we are holding that percentage constant despite the fact
that the total number of people on public assistance has been drop-
ping, 25,000 last year from some 50,000 over 2 years. We will give
you that kind of data.

States are very competitive. The one thing that you can say
about Governors, I suspect is true with Members of Congress, but
the Governors, everybody is watching what is happening over in
the Great Lakes region, what is going on in Wisconsin, what are
they doing in Illinois, what is Ohio up to. And those kind of com-
parisons are the kind that we ought to be focusing on and we ought
to be able to report to the Nation.

And then the accountability really comes at the polls. It has not
been 40 years in most States since we had a change of control in
legislative chambers or Governors’ offices. Those tend to go back
and forth as public moods and performance is evaluated.

So I think that is where you get the direct kind of accountability,
that it becomes an issue. If I rank consistently 45th in terms of the
number of people that are working and we had a 16-percent drop
in minority infant mortality this year, which was the largest drop
in the Nation, we were excited about that and we told everybody
that would listen. That is the kind of accountability.

Let us report that to you, and then you could call in those who
would give us the exposure and publicity for the successes.

Governor CARPER. Mr. Congressman, if I were in your shoes
today, and I almost was, today, if I were in your shoes today, I
would be interested, as I mentioned already, in requiring us to set
objectives perhaps with determination of paternity.

You may want to consider setting objectives with respect to re-
ductions in teen pregnancy. You may want to set objectives, meas-
urable objectives that deal with reducing caseloads or reducing the
amount of time that people spend on welfare, on AFDC. Those are
the kinds of reasonable objectives that I think that I would want
to set if I were, again, in your shoes.

Governor ENGLER. Administrative costs, too.
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Governor CARPER. Let me caution us, though, the notion of block
granting everything, I am not sure that the block granting always
leads to flexibility. I am going back to 1982 when Representative
Levin and I came to this place and the situation in Michigan was
a whole lot different than it is today. The kind of strong job growth
that Michigan has experienced in the last 2 years we sure were not
expecting in 1982.

Some time in the future, this country, his State and my State,
will find ourselves where we were in 1982. And at that point in
time, keep in mind if we have a block grant situation and our coun-
try is operating under a balanced budget amendment—and I hope
we will be under some kind of a balanced budget amendment, I
hope a responsible one—but what are we going to do when the un-
employment rate is exceeding 10 percent, new families, people who
desperately want to work if they can find a job to help support
themselves and they are trying to find a place to work and we have
no ability or very limited ability as thousands or tens of thousands
of new people are added to our caseloads, whether it is food stamp
needs or AFDC needs or their child care needs. It is something we
have got to keep in mind as we consider block granting, particu-
larly the concern about a recession.

We used to be pretty good around here about adopting stimulus
packages when the recession was over. It reminds me of the old
saying about editorializing: The soldiers that came in when the
battle was over and shot the wounded. We used to be pretty good
at passing antirecession packages here when the recession was al-
most over and we didn’t need the stimulation. You have got to be
real careful about putting in place a block grant program that fi-
nally provides relief to States in a recession to help us with our ad-
ditional caseload when the recession is over.

Thank you.

Mr. SHAW. Mr. English.

Mr. ENGLISH. Thank you, Mr. Chairman.

During this debate, we have seen the notion that, overall, levels
of spending equal compassion in the welfare system. And I wonder
if the two of you would comment on whether you regard aggregate
levels of spending as the best indicator of how compassionate a
welfare system is?

Governor ENGLER. Congressman, again, [ think the evidence is
clear it has no relationship. I mean, we reduced spending in gen-
eral assistance and I think that was a compassionate thing to do.
We said, go to work if you were single and able bodied.

Again, it isn’t a contest to see who can have the best welfare pro-
gram being defined as perhaps the most generous grant or the total
spending that is the highest for a welfare program. I think it is
how many people move from dependence on the State to independ-
ence, taking control of their own lives and being able to raise a
family, that will in turn be independent, can go to a quality school
and get an education. I think those are the measurements.

We know if we were to use education by analogy, it isn't clearly
those who spend the most on education that get the greatest re-
sults. Congressman Nussle seated next to you is from Iowa where
they spend less than many States on education yet their math
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scores are consistently among the highest. I think there is no con-
nection.

Mr. ENGLISH. Governor.

Governor CARPER. Let me say, if you simply give somebody some-
thing and you don’t require anything in return, don’t be surprised
when they don’t give you much in return. The Governor here and
I are most interested in a contract of mutual responsibility. I
talked about it earlier, I will just reiterate it.

In the welfare waiver we are going to be asking the administra-
tion for later this month, we establish this contract of mutual re-
sponsibility. The people of Delaware are willing to do certain things
out of their generosity to help somebody who might need some
help. We will help them get their high school degree, maybe a little
job training. We will help them find a job. We will even help them
get to that job. We will try to make sure they still have some
health care and some child care for their kids. But we expect some-
thing in return.

And what we expect, as I said earlier, yes, we expect them to
take advantage of the training, the job training, the job placement.
We expect them to take the job, even the minimum wage job that
is offered. We expect them to work the job, not to quit the job. We
expect for their kids to be in.school and we expect their kids to be
immunized.

To the extent that the recipient is not willing to do their part of
the bargain, first time—under our proposal, first time a recipient
quits a job and goes back on welfare, they lose a third of their wel-
fare and their AFDC grant and their food stamp grant. They can
cure that by going back to work. The second time they quit a job,
they lose two-thirds of their combined AFDC grant and their food
stamp grant. They can cure that by going back to work.

The third time they quit a job, a job that we helped them find,
that is it. Their eligibility for AFDC ends permanently in our State
from that point forward. That is a tough love approach but that is
the kind of sanction, potential penalty that I think gets someone’s
attention. We are willing to help people but we want something in
return. It is a two-way street.

Mr. ENGLISH. Thank you, Governor.

One of the things that I have noted in this debate is that there
is a concern that by somehow eliminating some of these entitle-
ments and passing the resources back to the State in the form of
block grants would imperil many of the recipients.

You are obviously familiar with most of your colleagues and I
know you, Governor Engler, were very active as a State legislator
before. In your view, do you know if any Governors, or any State
legislators would be willing to eliminate child nutrition programs,
for example, or make any of the other draconian cuts that seem to
be raised here as a concern?

Governor ENGLER. [ don’t. I think Governors and State legisla-
tors ought to be offended perhaps is the word at that suggestion
coming out of some of the national policy groups that would sug-
gest that merely turning this back to the States is to put us back
into the dark ages and end any enlightened treatment of people
who, regardless of circumstances, have found themselves having to
come to the State for help.
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I think that if those same groups, if you cut through some of
what is being said, if they are really saying we don’t want a system
that is going to put the reciprocal responsibility that Governor Car-
per has described in terms of the approach that he is seeking, that
is a different story and they ought to come forward and say this
is really what we are saying.

And I think if you scratch deep enough, that is exactly what they
are saying, that we want to view this as a continuing entitlement
and we are not interested. And I think there is a poverty industry
in this town that has done quite well talking about poverty for 40
years. I think it is time that we start solving and unraveling a sys-
tem which has given us more poverty and more illegitimacy, more
broken families, and more desolate communities.

Governor CARPER. If I may respond to your question as follows.
You assume that we knew the Governors. As it turns out, we don’t
know all the Governors. We knew the Governors that were in office
prior to this. There are a lot of new ones. We don’t know them as
well. I don’t know them as well. And some of them, frankly, don’t
have a clue as to whether or not they would like to see anything
block granted. They have not even been inaugurated and have not
had to think about these kinds of things.

Governor Pataki, who was before you the other day, he told me
a week or so ago, right now he is trying to figure out how he is
going to cut $5 billion out of his State’s budget by the end of this
month. My guess is he may not have decided how to do it. Tom
Ridge in Pennsylvania and some others, they probably haven’t de-
cided either.

What I do know, and I think I can say for all Governors, we want
to be able to—whatever we come up with, we want to make sure—
and this maybe should be your litmus test—that it enables us to
help people prepare for work. It enables us to help people go to
work. It enables us to make sure they continue working. That
maybe should be our litmus test.

Mr. SHAw. Thank you.

Mr. Levin.

Mr. LEVIN. Thank you very much, Mr. Chairman.

Welcome to both of you. Maybe we should start by clearing some
of the debris from the debate. I think, Governor Engler, as you said
about the status quo, I think it is gone. The status quo is over. I
don't really think there is a conspiracy in this town to keep it. If
there is, no one here is a part of it. No one at this table.

Second, those regulations that you and my friend David Camp
referred to, most of them are on their way out. Flexibility is com-
ing. A number of us have been working on welfare reform for 5,
6 years. I started back in the mideighties with Senator Moynihan.
Many of us have been urging greater State flexibility for much of
this period.

I take it, Governor Engler, that you would not favor the Contract
suggestion that there be a Federal requirement that there be no
payments to children born to teenage mothers.

Governor ENGLER. That is right. That was certainly the reference
that I made in my testimony, that conservative micromanagement
is like liberal micromanagement. It is still micromanagement.

Mr. LEVIN. So you are good at plain talk. You don’t favor that?
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Governor ENGLER. No.

Mr. LEVIN. And the same with a Federal family cap, you don’t
favor that?

Governor ENGLER. No.

Mr. LEVIN. Leave it to the States is what you advocate. So let’s
talk for a few moments about block granting because I have some
concern that block granting could simply become a massive cost
shifting to the States. And let’s look at the Michigan experience. I
jotted down a few facts. First, in 1979 and 1980, AFDC rose,
jumped 40,000 in Michigan just in 2 years.

Second, despite your very strenuous efforts and in important re-
spects successful efforts in the case of the AFDC caseload, I am
now talking about in Michigan, the caseload went up in 1989 from
211,000 to 229,000 in 1993. The figure I have, that projected case-
load for 1994 will have gone down 3,000.

The third fact, Mrs. Kennelly referred to the testimony that is
coming from HHS. If you took that chart and projected it back 4
years so it were in effect—I mean, Michigan was in a recession,
Michigan would have lost $100 million under a block grant. And
then if you take the nutrition block grant proposal in the Contract,
Michigan in 1996 would lose $281 million or 20 percent of the nu-
trition block grant, 12 percent of the AFDC block grant, and 20
percent of the nutrition block grant.

[The following was subsequently received:]
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Estimated Effect of a Nutrition Block Grant in the
Personal Responsibility Act (allocated by the number of "ueedy persons" in the state)
on USDA Food Assistance Programs by State in Fiscal Year 1996
(Dollars in millions)

Level of Food Assistance State Gains and Losses
State Current Proposed Total Percent
Alabama $818 $713 -$105 -13%
Alaska $97 $84 -$13 -13%
Arizoua $663 $554 R -$109 -16%
Arkansas $422 $403 -s19 4%
California $4,170 $4,820 - $650 +16%
Colerado $412 $N7 . $5 +1%
Connecticut $297 $248 $49 -17%
Delaware $92 §58 -$34 -37%
Dist. of Col. $137 $85 $52 -38%
Florida $2,194 $1,804 -$389 -18%
Georgia $1,209 $934 -$275 -23%
Hawaii $215 $198 17 8%
Idabo $127 $176 $49 +38%
Mlinois $1,741 $1,483 -§258 -15%
Indiana $713 $691 $22 -3%
Towa $297 $266 $31 -11%
Kansas $307 $270 $37 -12%
Kentucky $740° $582 -$157 -21%
Louisiana $1,141 $765 -$375 -33%
Maine $188 $167 -$21 -11%
Maryland $576 $404 -$172 -30%
Massachusetts $608 $577 -$32 -5%
Michigan $1,390 $1,109 -$281 -20%
iMinnesota $508 $490 -$18 -4%
Mississippi $730 $603 -$127 -17%
Missouri $810 $754 -856 -7%
Montana S11L $140 $29 +26%
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Levet of Food Assistance State Gains and Losses
State Current Proposed Touwal Percent
Nebraska $187 $175 -$12 %
Nevada $145 $150 $S +3%
New Hampshire $89 $94 $5 +5%
New Jersey $836 $704 -$132 -16%
New Mexico $361 $321 -$40 -11%
New York $3,101 $2,661 -$440 -14%
North Carolina $930 $849 -$81 -9%
North Dakota $86 $76 -%9 -l1%
Ohio 51,768 $1,287 -$481 -27%
Oklahoma $528 $475 ) -$53 -10%
Oregon $410 $346 -$64 -16%
Pennsylvania $1,617 $1,465 -$152 -9%
Rhode Island $128 $101 -$27 21%
South Carolina $602 $546 -$56 9%
South Dakota $99 $95 -$4 4%
Tennessee $983 $743 -$241 -24%
Texas $3,819 $2,665 -$1,154 -30%
Utah $234 2 $43 +18%
Vermont . $76 $66 -$10 -13%
Virginia $783 $597 $185 -24%
Washington $660 $444 -$216 -33%
West Virginia $405 $309 596 24%
Wisconsin $467 $442 -$25 5%
Wyoming $57 $57 0 +1%
US TOTAL $40,764 $35,600 -§5,164 -13%

Source: U.S. Department of Agriculture preliminary estimates

Note: US Total includes Territories, Indian Tribal Orgariizations. and Department of Defense
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Mr. LEVIN. So let me just ask you, I really think the goals of wel-
fare reform are pretty strongly held across the board to break this
cycle of dependency. How are the States going to manage if next
year there were a 20 percent fall in the nutrition grant and if a
recession were to occur, their demand would go up and the re-
sources would go down.

Governor ENGLER. Well, first of all, Congressman, the data—they
have given me a copy of the HHS chart and that creates a hypo-
thetical and it draws, apparently, some of the hypothesis from the
Personal Responsibility Act of last session. I don’t know if it has
been reintroduced in the same format in this session of Congress,
the 104th—the assumption we make is one of level funding in some
of these areas so it is in sharp contrast to that 20 percent.

Mr. LEVIN. It is not assured either, is it?

Governor ENGLER. Nor is next year’s funding assured from Con-
gress given the deficit debate that I understand is going to be tak-
ing place. So we do this against a backdrop of uncertainty under—
I agree, the status quo is gone and some changes will be made, and
whether they are changes that are across the board or whether
they are changes that are targeted, we don’t know.

What we would propose the change to be is one where we would
take some of these existing programs. And I have said we ought
to be so bold as to suggest that when we take the cash welfare pro-
grams, the seven programs totaling $17 billion, we bundie those to-
gether. Child welfare, 38 programs, $4.3 billion, bundle those. Em-
ployment training, 154 programs, $24.8 billion, bundle those. And
some 336 programs, make them 8 programs and that is how you
spend $125 billion.

And I think that we get pretty close on some of the cost esti-
mates if we are—again, we have this question of how we score
things here in the CBO, but my understanding just in what you
would say next year’s expenditure would be, you would show that
continuing to rise, and we are saying some type of level funding,
some type of funding plus inflation, some ability to give you cer-
tainty of funding and to give us certainty of funding, but then with
the flexibility.

The flexibility is worth an awful lot. Is it worth 10 percent? Is
it worth 15 percent? Is it only 3 percent? I don’t know. It is some
number. But what we are saying, and I am saying as a Governor
administering the programs in the State of Michigan, that we can
make it work.

Are there risks? Yes. There are risks, certainly. We could stop
cutting taxes in Michigan. We could start increasing government
spending. We could start increasing rules and regulations. I could
throw the economy into a tailspin. We could have all kinds of cata-
clysmic things that could happen and I know there is a concern on
both sides of the Committee aisle about some type of cataclysmic
event, some type of recession/depression.

Mr. LEVIN. We have had recessions before.

Governor ENGLER. Sure we have, but the thing that we are try-
ing to change here is how do we—these programs that are designed
to lift people out of poverty don’t work today. I mean, we are im-
proving them bit by bit, waiver by waiver. We are saying it is time
for a wholesale change. I just think that you give us the flexibility,
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we will strike a bargain here. We will pick a number. Whether it
is a number that might be—if you want to give us more resources,
I will say that we will accept those. If you want to give us a little
more protection against the possibility of recession, fine, we will be
good stewards of that extra resource.

So I will accept that, you don’t have to twist my arm to talk me
into that, but somewhere in this debate, we ought to come up with
a number and then that number ought to be what is available to
us. We ought to have maximum flexibility with the dollars.

Mr. LEVIN. Thank you.

Mr. SHAW. Mr. Nussle.

Mr. NUssLE. Thank you, Mr. Chairman.

Welcome, Governors. First of all, the status quo is not gone. Our
attitudes may have changed but nothing here has changed. In fact,
there are probably supplements on the way to your States right
now and I just caution those workers in your States not to make
any changes yet.

We are all smiling. We are all happy about the possibility of a
change of attitude, but I would disagree with my colleague from
Michigan. Nothing has changed yet. We have got a lot of opportuni-
ties to make changes, certainly a lot of rhetoric, a lot of words, but
no actions yet and we anticipate that, hopefully working together.

As I see, there are two things that trouble me or present chal-
lenges to me. One is the money, one is the management from what
you have been talking about today. On the management side, and
my own Governor in the “New York Times” today said exactly the
same thing, we don’t want to replace liberal micromanagement
with conservative micromanagement or Republican with Democrat,
whatever it might be.

But where is the line, because this is—this is the challenge that
I think we have. If we have macromanagement instead of
micromanagement, which is what my very good friend from Dela-
ware is suggesting, with objectives or targets or something like
that, standards, goals, however you want to put it, what I see is
the first mistake or the first “PrimeTime Live” exposé or the first
“60 Minutes” extravaganza on somebody who has fallen through
the cracks or some State that has maybe made a mistake or some
area of concern, immediately we are going to tighten the reins and
we are going to put a bridle back on the program from this level.
And so that fine line concerns me from the management stand-

oint.

P I agree we shouldn’t micromanage it, but by the same token,
management is management. The other side of that is the money.
If we are paying for it, there is a much larger likelihood that we
are going to manage it. And to follow up on my friend from Louisi-
ana, his comments, I mean, there is the whole question of why are
we getting the money in the first place if we are not going to man-
age it? I mean, that other alternative, that the whole—the whole
approach, if we send the money to Washington and then let it go
back to the States, doesn’t work because a lot of it gets lost in the
shuffle, a lot of it stays out here for the bureaucracy that has been
created.

Those are the challenges that I see and I don’t know where that
line is because I believe the experimentation, the good ideas, the
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incubators, if you will, are out in the States. My State is doing, I
think, an excellent job with welfare reform. But by the same token,
I am just afraid that you are exactly right.

Conservative micromanagement or even macromanagement will
cause us over time to slip right back into where we are because of
what the media and what politicians will do with those instances
of error, if you will, or concern that suggests that it is not working
and we have got to clamp it down right away.

I would be interested in both your comments on that.

Governor ENGLER. Congressman, I think that perhaps the new
discipline of the new Congress will have to involve uttering the
phrase, “I am sorry, that is the State’s responsibility.” You should
hold them accountable and resist the overwhelming temptation for
Congress to try to jump in to solve every issue. It is sort of like
your help with motor-voter registration and things like that.

I simply think that Congress in the past has been too quick to
try to solve problems that appropriately should be solved at the
State level. In this instance, because we have got $125 billion of
Federal money out there that is matching probably an equivalent
or larger amount of State resources, we have a bit of a problem.
That 1s just a little bit larger than we can, say, disconnect from
overnight. How do you transition then from a system which every-
body concedes is broken from the status quo which everybody ei-
ther wants to see gone or concedes is gone.

I think that the way to do this in a short-term approach is to say,
well, let’'s start by bundling up 336 programs, let’s maybe make
them 8 programs. Block grant the money, let’s start measuring
that. Over time, I think it would be wonderful to say we are going
to release the revenue sources to the States and you are on your
own with the programs.

You have two Governors sitting side by side. The average grant
in Delaware is $328. In Michigan, the average grant is $459. Now,
to this date, Congress hasn’t made that a Federal issue and said,
well, Michigan is too high or Delaware is too low and other States
would have different levels.

In other words, we don’t really have a Federal program. What we
have got is a federally proscriptive process by which all of our pro-
grams are dominated by an unelected bureaucracy over at HHS.
And we are saying, let’s at least clip the apron strings with that
bureaucracy, put us in charge, continue to monitor what we are
doing and have a debate about how well we are performing, but
give us an opportunity.

You have tried it for 40 years with Washington in the front seat
driving. Now let’s get Washington out of the driver’s seat. Let’s put
them in the back. We will take them along. We will show them how
to do reform State by State, issue by issue, and I think at the end
of a 4- or 5-year process, you will conclude that this was a prudent
decision to make and you will find, also, that not only was it a win-
win in terms of the taxpayers winning, in terms of costs at the
State and Federal level, it was also a win in terms of restoring
family and individual independence and responsibility.

Governor CARPER. If I could comment briefly. You mentioned at
the beginning of your comment, Representative Nussle, you said
nothing has changed and I don’t entirely agree with that.
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What has changed is this administration is interested in letting
us experiment, and even though the waiver process takes longer
than we want, generally they are granted. And in Michigan and I
also know we in Delaware will be able to experiment in ways a
State 1 year ago couldn’t. Plus you have got a President who was
a Governor. And he understands.

He sat, literally, where Governor Engler and I are sitting a cou-
ple of years ago and he was very much interested in letting these
experiments happen and he doesn’t believe—I don’t think he be-
lieves that the answer really to all these issues and questions lies
here in Washington.

We really have—maybe you can look at the situation where you
say we have a dilemma, what do we do. I think it is a great oppor-
tunity. It is a real healthy debate that has begun here today and
I am very much encouraged by what has transpired in the last
hour and a half.

You can decide, we can decide whether we are going to block
grant some programs or not. You can decide what to block grant,
what makes sense, and what doesn’t. You might decide to let some
States elect to be block granted. You might want to do what Gov-
ernor Engler said.

Other States might say, no, I don’t want to be entirely block
granted in the way that has been proposed. You might want to set
objectives and performance. In some of these programs you can say,
you have got to meet certain benchmarks in terms of reducing teen
pregnancy, reducing the workload and getting people to work.
Those are the objectives. And as long as the States are putting our
monﬁy 50-50 equal to the Federal dollar, that ain’t a bad approach
at all.

Let me just mention with respect to health care and Medicaid.
We are trying to use Medicaid in our State to reduce the number
of people who are uncovered. It is a 50-50 share. We pay half of
the costs of the Medicaid. The Federal Government pays half the
cost of Medicaid.

We are turning to managed care in our State in order to try to
provide more coverage, more health care coverage to folks without
spending a whole lot more money, more of our money or more of
yours, and reducing at the same time those who are uncovered. It
1s not a bad partnership and we are looking—there is plenty of in-
centive for us to find ways to hold the cost down.

Mr. SHAW. Governor, I think we are about to give you the mother
of all waivers.

Ms. Dunn.

Ms. DuNN. Thank you, Mr. Chairman.

Gentlemen, as you know, one of the main principles of the Con-
tract With America and the Republican reform programs in this
area and other areas is to return power to the States. We will be
successful if we are able to do that in my mind, and what I have
heard from you today, along with what I heard this week from Gov-
ernors Pataki and Weld, gives me a lot of faith that the States are
indeed better able to handle this problem than those of us who are
making decisions at a distance.

I share Mr. McCrery’s concerns, though, about States that don’t
have leadership that can create the impetus that you have created
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in handling the welfare programs successfully. I think perhaps that
my concerns will be solved by the democratic process if you get
enough publicity and communicate well with other Governors
around the Nation but also with constituents whom we serve in
some of these States.

I believe that the thrust will be to remove people who aren’t cre-
ative and haven’t developed good management policies in handling
these programs. I certainly hope that that will be the result.

What I would like to ask you about, and I haven’t heard this
area come up during this hearing, is your thoughts about welfare
benefits to legal immigrants who are not yet citizens. I wonder if
you could expand on what you would do if you had the choice to
provide those benefits or not to provide them and if you also believe
that the Federal Government ought to retain the strings attached
connection in this area.

Governor ENGLER. I will be happy to go first on that, Congress-
woman, and 1 appreciate your comments. On the alien question,
again, I would leave that to be a question to be determined by the
State. Say if California made the decision they did not wish to pro-
vide benefits to legal aliens, that could be their decision. If the
State of Texas said, we wish to continue benefits, that could be
gheir decision. In other words, I am willing to leave that to the

tate.

I understand that there might be, because of that question and
its relevancy to immigration policy which I certainly concede is a
congressional issue, that you might wish to set a national policy in
that area, so I say that to be consistent with the philosophy of
what I am advocating today, giving the States maximum authority.

I happen to think that the Contract With America is a very pow-
erful cﬁ)cument, a very important statement about changing prior-
ities in this country. I am here today to propose that we actually
go further than the Contract would propose and really disengage
wholesale areas of domestic policy from joint management by Fed-
eral and State government and turn it over to the States.

And I would—earlier, one Member suggested about the Federal
Government possibly running it, and I loock at programs like SSI
which are federally run in effect with administrators. It is totally
Federal policy and I suspect that that isn’t the model that we
would want to use as a national model for running social welfare
programs. So that is my argument for turning it to the States, but
on the alien question, I would leave it up to the States.

If you wish to set a Federal policy, one that goes one way or the
other, I would say I understand that argument. I might then sug-
gest, even if there were a Federal policy that the State not—would
not be prohibited from having its own independent policy that it
would carry out that might be different than Federal policy. So you
would still provide a State option but it might be one that they
would have to elect and then pay for.

Governor CARPER. I think Governor Engler said it well. The op-
tion he lays out basically to let the States have some flexibility and
decide what is right for their State is, I think, a very viable option.
My recollection is the Clinton administration and new welfare re-
form initiative last year said, let’s require more of the sponsors of
folks who come here legally.
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And we may—you may well say that is what we ought to do and
then give the States some further discretion. I can—certainly you
haven’t mentioned it, but I think it is implicit in your question,
about folks that come here illegally and have children here and the
child is an American citizen and we have a responsibility to cover
that child.

That is a tough dilemma and it is also an expensive dilemma for
folks not so much in Delaware but certainly in Texas, Florida, Cali-
fornia, Arizona, and other places that I can think of. I would en-
courage you to do what you can in working with the administration
to continue to shut down the illegal immigration that is occurring
across our Nation’s borders, and to the extent you can do that, you
will do us all a favor.

I don’t know how you say to a person—and 1 will just use as an
example—I don’t know how you say to a person in California who
doesn’t have a job, doesn’t have health care, maybe they have a job
that doesn’t provide health care and they don’t have health care for
themselves and their family, I am sorry, we can’t help you. But to
someone who has come into our country illegally and had a child
in this country, we are going to provide health care for that child,
the parent who has come here illegally.

That is a hard one to explain to people who are American citi-
zens, lived here all their life, worked hard, and don’t get squat.

Mr. SHAW. Mr. Rangel.

Ms. DUNN. Mr. Chairman, may I just conclude over here.

The other thing about your testimony in my mind is that it is
very hopeful for those of us who want to make changes and give
the States more power. It is bipartisan and I think if the proper
leaders are in place seeking the proper point of view, I think we
can do some things together on this issue.

Mr. SHAW. Thank you, Ms. Dunn.

Mr. Rangel.

Mr. RANGEL. Thank you, Mr. Chairman.

Some people believe that the Democrats were in charge for 40
years and the problems have been there and we didn’t do anything
to satisfy their frustrations, therefore, they changed things. And
now comes the new majority and they have a Contract With Amer-
ica.

And I gather you, Governor Engler, are saying, well, why don’t
you just stay out of this and just collect the money and turn it over
to us States, because the Congress hasn’t done anything, Democrat
or Republican, or maybe Congress should just reduce the taxes and
let the States raise the taxes and take care of their own problems.

I mean, you don't really seek any Federal responsibilities of set-
ting minimum standards of how we treat our sick and our aged.
True, it is domestic, but you don’t see any role for the Federal Gov-
ernment except to collect the money and let you take care of it.

Governor ENGLER. That is right, Congressman. I would like to
see the Federal role be reduced and transferred to the States be-
cause I have great confidence in the State elected officials and local
elected officials across this Nation. I do not believe that all wisdom
resides in Washington.
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Mr. RANGEL. And you think this should be true for health, that
we collect the Medicaid and Medicare dollars and turn that over to
the Governors?

Governor ENGLER. We could talk to you about that. I am not here
to make a proposal on Medicaid today. But

Mr. RANGEL. Well, I am just trying to say, I think you were im-
plying that we take care of national defense and leave the rest up
to you, I mean highways, environment, education, whatever it is,
you would just like to see the Federal Government butt out of it.

Governor ENGLER. That is right. I remember this amendment
called the 10th amendment of the U.S. Constitution. I think it has
vitality today and perhaps we are entering a period of renewal for
the 10th amendment, so I think Congress probably could be quite
occupied working on some of these international and national is-
sues for some time. And when those are done, come back and see
us and see how we are doing on the domestic agenda.

Mr. RANGEL. But why should we collect the money and not have
the standards, not have the responsibility and just turn it over to
you? I mean, some of us truly believe that having been elected that
we have a responsibility for the aged. I know it’'s domestic, I know
it is parochial, but some of us truly believe it.

We also believe that there is a national responsibility for any civ-
ilization to take care of those who cannot take care of themselves.
I know mayors and Governors may disagree but, what the heck, we
think that.

Governor ENGLER. Well

Mr. RANGEL. What role would you have us play if we collected
the money, and turned it over to you, no strings attached? We go
to our townhall meetings, we meet with our mutual constituents
and they tell us the problem they are having. How would you have
us say we don’t deal with the standards, we only collect the money?
Y(iu would not have your fellow colleagues in government play that
role.

Governor ENGLER. We are talking about a transition, obviously,
Congressman, but certainly let me renew an offer I made earlier.
If you wish to reduce taxes at the Federal level and turn the reve-
nue sources back to the States, I will make that deal in a minute.
And you can go to the townhall meeting and say, we neither collect
the taxes nor set the rules for the program, talk to your assembly-
man or Senator or Governor about those issues.

I think there is a national interest certainly in reducing poverty,
but I don’t know that it is the National Government’s responsibility
to try to set the rules. And looking at our performance in the last
40 years

Mr. RANGEL. Listen, so it is clear to me: After national defense,
leave the rest up to you?

Governor ENGLER. Yes.

Mr. RANGEL. OK. You don’t support the Contract With America,
do you, the block grants?

Governor ENGLER. I don’t support some of the provisions of the
Contract which I view as being proscriptive. I would argue that, as
I said, micromanagement, whether it is liberal or conservative, is
still micromanagement.
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Mr. RANGEL. So you support the block grants, no strings at-
tached?

Governor ENGLER. That is correct.

Mr. RANGEL. Now, you know that under the entitlements, the cir-
cumstances require the Federal Government to respond. Under the
block grant, however, the Congress responds based on what they
consider to be priorities. You are willing to take a gamble with the
Congress and the Appropriations Committee as to how poor folks
would make out politically with the discretionary grant?

Governor ENGLER. That is correct. Because I know how they
have made out under the current system and there are more poor
folks under the current system than we had 40 years ago——

Mr. RANGEL. Maybe my question wasn’t clear, Governor. Right
now, if it is entitlement, the people automatically are entitled and
so they can't do it so much except change the——

Governor ENGLER. I support ending the entitlement status.

Mr. RANGEL. What is it?

Governor ENGLER. I support ending the entitlement status.

Mr. RANGEL. So no matter what the changes are in the economy
or the changes are politically, you are prepared to say that when
the money runs out, the States just have the responsibility to pick
up those differences, that we will no longer have a responsibility
to take care of people during a recession when they get poor, when
they need food, or when SSI money runs out. We should leave that
responsibility to the State, and you trust us enough if we trusted
you that we will provide the funds that you think you need?

Governor ENGLER. Well, don’t give me SSI. That is your program
at this point. If you want to talk about SSI

Mr. RANGEL. No, I mean the whole thing would be turned over.
The Contract gives you SSI, gives you food stamps, gives you the
whole package, but it doesn’t give you a guarantee because you are
against entitlements, so no entitlement, no guarantee.

Governor ENGLER. Well, as long as it is understood that the rules
under SSI then are not set by Washington but in turn are set by
the States. What I am trying to disengage from is a system where
we have a partner who wants to set all the rules and regulations
and is only putting up half the funds and expecting us to run it.

I am trying to avoid a situation in the future where that partner
withdraws funds or changes the rules in the middle of the game
and we find ourselves still trying to run programs, comply with all
the rules and regulations and being handicapped with our lack of
flexibility to run the program the way we think it would be effec-
tive, not the way it was designed by some bureaucrat in HHS.

Mr. RANGEL. I support flexibility, but I just can’t give away the
responsibility of not knowing what you would think is a safety net.

Mr. SHAW. The time of the gentleman has expired.

Mr. Ensign.

Mr. ENsIGN. Thank you, Mr. Chairman.

Governor Engler, I appreciate your remarks, especially regarding
the 10th amendment. It was a big issue in my campaign. I think
that the problem here in Washington is that we have completely
gotten away from the 10th amendment. We have taken a lot of the
rights that the States have and said we are going to govern those
from here in Washington.
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Some of the things you have said may seem kind of radical to
Washington. I think we need to at least move in that direction. I
think that more and more of the power needs to go back to the
States.

One of the provisions that we heard this week is talk about ac-
countability and some of these minimum standards on some of the
things that a lot of us agree on.

Representative Gephardt was here the other day and talked
about increasing the amount of money if you are performing well.
Maybe you can get more money for your State if you are perform-
ing well on some of these issues. Would the two of you address that
and if you were in favor of that, would you also be in favor of ille-
gitimacy rates cutting some of the moneys, in other words, getting
the rewards but also giving the punishments.

Governor ENGLER. I guess I say we certainly like incentives, and
that is what we have done in terms of providing incentives to re-
cipients to go to work, disregard the first $200 you earn, you keep
every month. You keep 20 percent above that every month. We
found once people start working, they realize by working a little bit
more, soon they have more income.

Mr. ENSIGN. Governor, I was actually talking about incentives to
the States. In other words, if your State was doing well, you would
get more money as a block grant or whatever it is.

Governor ENGLER. If the Congress would afford that, we would
be willing to accept it because I believe we would be a recipient of
that kind of an incentive program. That is something we would
look at. I just don’t want to get away from the fundamental policy
of who is making the call in terms of how we structure a program,
how we run it, how we are going to get rid of those rules and regu-
lations, how we make it work. But I like incentives and I would
be willing certainly to gamble on disincentives.

Again, I don’t know if that is where the Committee would come
down, but I would be open to it depending on the kind of proposal.

Governor CARPER. I like the notions of incentives as well, and I
am pretty much where Governor Engler is with respect to disincen-
tives. In setting them, let’s just be realistic. Don’t set unrealistic
objectives or benchmarks and keep in mind, too, that when the
economy goes back into a tank and it is 1982 again, our ability to
reach some of those objectives might be very much hampered de-
spite our very best efforts.

Governor ENGLER. One idea that has been suggested, Congress-
man, that you may wish to look at is the possibility, I mean, we
would propose that we have some carryforward provision, in other
words, that could be a very powerful incentive, that alone. In other
words, to say if we receive this amount of money in year one and
we did not extend that all, we were able to realize savings, that
as we carry that forward, that becomes almost a rainy day fund,
if you will, or a contingency fund that in future years might deal
with the hypothetical that Congressman Levin proposed or it might
help partially offset.

And clearly, if there was some, again, cataclysmic event, it is not
uncommon to see Congress if there is a hurricane or if there is an
earthquake, say, that there is some type of disaster and come up
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with something special but that would be done on a case-by-case,
nonentitlement basis.

Mr. ENSIGN. Actually, you brought up my next point and that is
the way families also save for rainy days. This is something, a con-
cept I think we need to bring back to our government.

Governor CARPER. | think you will find a lot of States have rainy
day funds now. We do in our State and I suspect they do in Michi-
gan.

Mr. ENsIGN. I think that is one of the things we need to deal
with, recessions. We heard from HHS this week that if their per-
sonal responsibility caps had been put in place, a lot of the States
now would have been receiving less money since 1987. They do
these projections. It has been mentioned earlier.

With all the money that has been spent on AFDC and all these
other programs in the last 25 years, and now we are hearing that
if these caps would have been put in place, you would have had
less money to spend, do we feel the money that has been spent has
been spent well? Do we feel that it has done good for the poor? Do
z‘ve cfl'egl that the poor would be better off if we hadn’t spent these

unds?

Governor ENGLER. Congressman, I would just say that, again,
that data is somewhat hypothetical. I mean, it goes back and picks
up some point in time and then comes—attempts to come forward
and make a prediction. I would simply say that, to reiterate, you
give us flexibility and freedom to run the programs and I think one
consequence of that is, regardless of whether the economy is
stronger or weaker, we will have fewer people that are dependent
on the system because we will have more success in moving people
into employability.

Governor CARPER. In the last several decades what we have done
is we have given people lifetime entitlement. We have not required
them to meet any of the objectives or standards. What we are sug-
gesting or what I am suggesting at the very least is we are replac-
ing lifetime entitlement with, at most, a limited entitlement that
would exist.

And also suggesting that there are some programs that can and
probably ought to be block granted and there are some that in my
judgment should not be, but States, including States like Michigan
that maybe want to experiment by having the entire block grant
experience, might be given the option of enjoying that.

Mr. ENSIGN. Thank you, Mr. Chairman.

Mr. SHAwW. OK. The time of the gentleman has expired and all
the time has expired on this panel.

I would like to thank the two Governors. We will leave the record
open in the event any of the Members have any additional ques-
tions that they would like to send to you and we would then send
them to you for a reply. Or if there is anything that either one of
the witnesses would like to put into the record, we will let the
record remain open for that purpose.

Thank you both. I have sensed a togetherness on this particular
issue. Both of you Governors are to be commended for the work
that you have done and for your fine testimony this morning.

Governor ENGLER. Thank you, Congressman.

Thank you, Committee Members, for your attention.
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Governor CARPER. Many thanks.

Mr. SHAW. Thank you both. We look forward to continuing to
work together.

The next panel will be an administration panel from the U.S. De-
partment of Health and Human Services. Hon. Mary Jo Bane, with
whom we have worked for some time, the Assistant Secretary for
Children and Families, will be accompanied by another old friend,
David Ellwood, Assistant Secretary for Planning and Evaluation.

Dr. Bane, your entire written testimony will be included in the
record and you may proceed as you see fit.

Thank you.

STATEMENT OF HON. MARY JO BANE, PH.D., ASSISTANT
SECRETARY FOR CHILDREN AND FAMILIES; ACCOMPANIED
BY DAVID ELLWOOD, PH.D., ASSISTANT SECRETARY FOR
PLANNING AND EVALUATION, U.S. DEPARTMENT OF
HEALTH AND HUMAN SERVICES

Ms. BANE. Good. Thank you, Mr. Chairman. Good morning and
good morning to Members of the Committee.

I am the bureaucrat. I am accompanied by David Ellwood, who
is the Assistant Secretary for Planning and Evaluation. I appre-
ciate the opportunity to come before you this morning to discuss
some of the critical issues facing the welfare system. This has been
an extraordinarily enlightening hearing for all of us and we are de-
lighted to be part of this conversation with you.

As you know, Mr. Chairman, last year the President submitted
a comprehensive welfare reform proposal that addresses serious
flaws in the current welfare system. We all agree that the current
system undermines work and parental responsibility. OQur approach
emphasizes work, it emphasizes responsibility, and it emphasizes
reaching the next generation.

We are committed to working with the Congress in a bipartisan
spirit to pass really bold welfare reform legislation.

Mr. Chairman, this administration believes strongly in State
flexibility. The President, as a former Governor, is well aware of
the ability of States to respond creatively to the needs and opportu-
nities within their welfare systems.

As a former State welfare commissioner, I am very sympathetic
to State concerns about the burden of Federal regulations. The ad-
ministration’s welfare proposal, in fact, would greatly enhance
State flexibility with regard to the AFDC rules that most affect
working families.

In addition, as both Governors noted, we in the administration
have worked with States to test new approaches to welfare.
Through the waiver process, we have approved 24 State dem-
onstrations that enable States to experiment with new ways of pro-
moting parental responsibility, making work pay, and helping fami-
lies become self-sufficient.

As we move forward to consider comprehensive welfare reform,
several questions are raised regarding the proper balance between
national objectives and State flexibility in the design of the Na-
tion’s welfare system. We believe that several key goals should gov-
ern our efforts to redesign the welfare system: Achieving national
reform objectives of work, responsibility, and accountability; ensur-
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ing stability in funding over time and cushioning States and indi-
viduals against economic cycles; and preserving basic protections
for needy Americans, especially children.

There are a number of indicators of State capacity and perform-
ance, outlined in my written testimony, that show considerable var-
iation among States in the extent to which they have moved to en-
courage work, to increase child support enforcement, and to enforce
parental responsibilities. Data suggest that, if we truly want re-
form, we must balance the benefits of increased State flexibility
with the need for a national framework of requirements and per-
formance standards.

The AFDC Program currently is funded as an individual and
State entitlement. This doesn’t mean that the Federal Government
provides States or individuals with a blank check for benefits. I
think we agree that we need tough requirements to ensure that
parents cooperate in securing child support and to ensure that re-
cipients work.

We believe that a national program should enable States to de-
liver the help needed by families who fall on hard times and who
are playing by the rules. The system should not leave the States
with the full responsibility for addressing increased demands on
their welfare system in times of economic or demographic change.

Under the current funding mechanisms, if State costs increase
due to a downturn in the national or State economic cycle, or if a
State’s needy population increases for other reasons, then more
Federal funds become available. Block grants that are set to reflect
current spending could create unpredictable and highly variable
impacts due to inflation, population migrations, and changing eco-
nomic and demographic conditions. The design of a block grant or
the allocation of a capped entitlement inevitably requires a for-
mula. Different formulas produce different winners and losers, but
substantial disparities always seem to resuit.

Several people have already mentioned that we provide with our
testimony data on a simulation of what would have happened if a
block grant had been in place from 1988 to 1993. We asked our-
selves what would have happened if such a plan had been in place
based on 1987 expenditures. We did the calculations to see what
States would have received in 1993 under this hypothetical block
grant.

If all States had chosen the block grant option, States in the ag-
gregate would have received 26 percent less than they actually
spent. Florida would have received 61 percent less; Tennessee, 43
percent less; Michigan, 3 percent more; Connecticut, 40 percent
less.

Using a different 5-year period, of course, could yield different re-
sults. For example, several of the States in the Midwest whose
economies improved between 1988 and 1993 would have suffered in
1988 under a block grant set in 1983.

As we reform welfare to focus on work, responsibility, and reduc-
ing dependency, we must not forget that these programs provide a
lifeline for our neediest families. Spending caps could mean, for ex-
ample, that families whose earners lost jobs or were hit with a seri-
ous financial emergency toward the end of the year might be de-
nied benefits or put on waiting lists.
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We do not believe that the issues we face cannot or should not
be solved. Like you in Congress, we in the administration believe
that the welfare system needs to be changed in fundamental ways.
Our welfare reform proposal takes bold steps to refocus the system
on the national objectives of work and responsibility, while increas-
ing State flexibility and protecting America’s neediest families.

But before we adopt a specific approach, it is very important that
we carefully assess the likely impact of that approach. We look for-
ward to working with the Committee and others in exploring these
alternatives. We also offer our cooperation in providing information
as we move forward together to reform the welfare system.

I am happy to answer any questions you have at this time.

[The prepared statement follows:]
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STATEMENT OF MARY JO BANE
ASSISTANT SECRETARY FOR CHILDREN AND FAMILIES
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Good morning Mr. Chairman and members of the Committee. I
am the Assistant Secretary for children and Families in the
Department of Health and Human Services, with responsibility for
many of the programs you are considering today. I appreciate the
opportunity to come before you to discues some of the critical
issues facing all of us as we attempt to reform the welfare
system.

As you know, the President has submitted a comprehensive
welfare reform proposal that addresses what we believe are
serious flaws in the current welfare system. Our approach
emphasizes work, responsibility and reaching the next generation.
And we are committed to working with this Congress, in a
bipartisan spirit, to pass bold welfare reform legislation.

We believe the current system undermines work and parental
responsibility in far too many ways. It is not nearly tough
enough about insisting that recipients who are able to work do so
or prepare themselves to go to work quickly. It doesn’t do
nearly enough to ensure that both parents support their children.
And it fails to provide real opportunities and challenges to the
next generation.

The Family Support Act was passed in 1988 to address some of
these problems. Its provisions made work a more integral part of
the welfare program, and it gave more support to families who
tried to become independent by taking jobs. It also made
substantial improvements in the child support enforcement systenm
to ensure that both parents take responsibility for supporting
their children. Unfortunately, the Family Support Act did not go
far enough, which is why we, with you, believe that a bold new
approach is necessary.

Mr Chairman, let me say that this Administration believes
strongly in state flexibility, and also shares your concern and
that of state officials about the proper division of
responsibility between the federal and state governments. As a
former state welfare official, and now as a federal official in
constant communication with states, I am well aware of the
ability of states to respond creatively to the needs and
opportunities to reform the welfare system. I am very
sympathetic to state concerns about onerous and inappropriate
federal requirements.

Likewise, the President, as a former governor and a former
leader of gubernatorial efforts to reform the welfare system,
recognizes the critical role states play in achieving true
reform. He clearly understands that state governments are closer
to the problems and ultimately responsible for the success of any
reform efforts. Thus, he believes they should be given
flexibility to respond to their different needs and to test
innovative ideas.

The Administration’s welfare reform proposal would greatly
enhance state flexibility with respect to the AFDC rules that
most affect work and families. In addition, because of our
commitment to state flexibility and innovation, we have worked
with states using the section 1115 waiver authority to test new
approaches to welfare. UndQer this process, we have approved 24
state demonstrations that enable states to experiment with new
ways of promoting parental responsibility, making work pay, and
helping families become self-sufficient.

As we move forward to consider comprehensive reforms, there
are several fundamental questions that are raised about the
design of this nation’s welfare system: What is the proper
balance between national objectives and state flexibility? What
are the appropriate funding mechanisms for programs for the
needy? Should the AFDC program remain an individual, and state,
entitlement or be converted to a block grant or capped
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discretionary program? What national requirements or
accountability standards should govern a reformed welfare system?

We believe that several key goals should govern our effort
to redesign the welfare system and ensure greater state
flexibility:

o achieving the national reform objectives of work,
responsibility and accountability;

o ensuring stability in funding over time and
cushioning states and individuals against
economic cycles;

o preserving basic protections for needy
Americans, especially children.

Natjona) Reform Qbjectives

We in the Administration, as in Congress and in the states,
are committed to serious welfare reform that emphasizes work,
parental responsibility and improving the life prospects of young
people. The Family Support Act was very important in beginning a
national change in the culture of the welfare system toward one
that is oriented toward work and self-sufficiency. Many states
are moving further and faster than the Family Support Act
required toward a welfare gystem focused on work and parental
responsibility.

There is, however, enormous variation among the states in
the extent to which they have moved in these directions. One
measure is participation in the JOBS program, which gives some
indication of the extent to which a work orientation . is reaching
the entire AFDC population. In 1993, the percent of countable
adult recipients participating in the JOBS program, on an average
monthly basis, ranged from less than 10 percent to well in excess
of 50 percent. The national average was only 17 percent. We
know that states vary in their ability and/or willingness to
bring about real cultural change in their welfare systems.

We also can look at the extent to which states choose the
option of requiring welfare recipients to work for their
benefits, which states can do in a variety of ways under current
law. Subsidized work assignments represent only one half of one
percent of the assignments in the JOBS program, and unpaid work
experience represents six percent of assignments or less. Of all
the state welfare reform experiments that this Administration has
approved, only Vermont has included subsidized work on a
statewide basis. Fewer than half of the demonstrations we have
approved involve time limits on benefits or make benefits
conditional on work.

Child support efforts also show substantial state
variability. For example, the percentage of cases with
collections in 1993 ranged from 5.4 percent in Arizona to 38.5
percent in Vermont, with a national average of only 18.2 percent.

We also need to ensure accountability for the correct
expenditure of federal funds -- certainly a goal we all share.
The importance of national standards in this area is illustrated
by the improvement in payment accuracy that occurred after a
national Quality Control system was put in place. The national
AFDC payment error rate for fiscal year 1973 was 16.5 percent.

By 1991, it had declined to 5 percent. In 1991, state payment
error rates ranged from 1.18 percent to 9.66 percent. The State-
reported rates for 1992 and 1993 suggest that the range in error
rates is growing, in that the lowest reported error rate remained
less than 2 percent while the highest rate rose to nearly 14
percent.

All these indicators of state capacity and performance show
considerable variation. They suggest that if we truly want
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comprehensive and widespread welfare reform, we must balance the
benefits of increased state flexibility with those of a national
framework of requirements and performance st&ndatds. This will
ensure that states move quickly and effectively to a changed
culture of work and responsibility. %
isca] s bilit

The AFDC program currently is funded as an individual and
state entitlement. This does not mean that the federal
government provides states or individuals with a blank check for
benefits. There are strict rules about eligibility. There are
requirements -- which we propose to make much tougher -~ to
ensure that parents cooperate in securing child support and to
ensure that recipients work. AFDC must be a system of mutual
obligations, with benefits conditional upon parental
responsibility and work.

But a national welfare program also must enable states to
deliver the help needed by families who fall on hard times and
who play by the rules. The system should not leave the states
with the full responsibility for addressing increased demands on
their welfare system in times of economic or demographic change.
Under the current entitlement funding system, the federal
government is committed to share a portion of each state’s
expenditure, depending on the state caseload and benefit level,
and the state’s economic capacity in a given year. If state
costs increase due to downturns in the national or state economic
cycle, or if a state’s needy population increases for other
reasons, more federal funds automatically become available.

We understand that you currently are considering a number of
proposals to cap and block grant the AFDC and Food Stamp
programs. As you consider this fundamental change in the nature
of this nation’s welfare and nutrition programs, it is important
to carefully consider the effect such proposals could potentially
have on states over time and under changing economic conditions.

Consider, for example, a block grant distribution formula
based on need, for example, the formula contained in the Personal
Responsibility Act for the nutrition block grant. This formula
distributes nutrition assistance funds based on the number of
needy people in a state. USDA has done preliminary calculations
of what would happen in the aggregate and to selected states in
1996. Overall, expenditures on nutrition programs would be
reduced by 13 percent because of appropriations levels that are
below anticipated spending in 1996. But the effect on individual
states would vary enormously. California would receive $650
million more in 1996 than in 1995, a 16 percent increase. But
Louisiana would receive $375 million less, a 33 percent
decrease. Tennessee would lose 24 percent, and Michigan 20
percent. Block grants allocated according to need create large
state winners and losers relative to the current system. The
Department of Agriculture will share a full report showing
impacts on all the states next week.

A different way to construct a block grant would be to base
funding on previous expenditures. The block grant alternative to
the AFDC system that is included in the Personal Responsibility
Act is an example of this kind of distribution. States would be
able to receive 103 percent of their 1992 expenditures to use
with almost complete flexibility in providing benefits to needy
families. We can examine the effects of this kind of a block
grant by asking ourselves what would have happened if such a
block grant had been put in place for all the states in 1988,
based on 1987 expenditures. We did calculations to see what
selected states would have received in 1993 under this
hypothetical block grant compared with what they actually spent
in 1993. If all states had chosen the block grant option, states
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in the aggregate would have received 26 percent less than what
they actually spent, partly because of inflation and partly
because of increasing caseloads. Again, however, the impacts on
individual states vary enormously. Florida would have received
61 percent less; Tennessee 43 percent leseé; Michigan 3 percent
more; Connecticut 40 percent less. Table 1 shows the results for
all states. Using a different five year period would yield
different results. For example, several states in the midwest
whose economies improved between 1988 and 1993 would have
suffered in 1988 under a block grant set in 1983.

Of course, if the cap had been in effect in 1988, it is
possible that states could have changed their welfare programs to
Xeep their costs within the limitations imposed by the caps. But
it is hard to imagine that states would have been able to reduce
demand enough to counteract the significant economic and
demographic changes that were occurring over this period, and
occurring to very different degrees in different states. Block
grants set to reflect current spending can create unpredictable
and highly variable impacts due to inflation, population
migrations, and changing economic and demographic conditions.

The design of a block grant, or the allocation of a capped
entitlement, inevitably requires a formula. Different formulas
produce different winners and losers, but substantial disparities
will always result. In deciding whether the fiscal benefits are
worth the potential effects on states, historical spending trends
may be informative. Since 1972, there have been some
fluctuations in AFDC expenditures, but aggregate, real current
expenditures (net of child support collections) are slightly
lower than 20 years ago. But the relative stability in aggregate
spending masks large variations among states. Over the period
1985-1993, state experiences varied widely; a few states
experienced declines, while some experienced very substantial
increases. Illinois, Iowa, Michigan and Wisconsin experienced
declines in real expenditures in excess of 20 percent. At the
same time, expenditures in four states (Arizona, Florida, Nevada,
and New Hampshire), more than doubled in real terms.

ic Family P I

As we reform welfare to focus on work, responsibility and
reducing dependency, we must not forget that these programs
provide a lifeline when a parent has lost a job, a mother cares
for a severely disabled child, an abused partner finally takes
her child and breaks away, an elderly person can’t make it on
meager pension benefits, or a working family needs a small
supplement. As a nation, we have accepted responsibility for
ensuring that our neediest families have some help in meeting
their basic needs.

The Personal Responsibility Act would impose a cap on
funding for the AFDC, SSI, child support, emergency assistance
and other programs and would block grant all food and nutrition
assistance programs. It also provides that these programs would
no longer be entitlements, for either individuals or states.
Instead they would be discretionary spending programs subject to
annual appropriations.

Although the legislation does not specify what would happen
if spending exceeded the caps in a given year, these changes
could have profound implications for our neediest families. They
could mean that SSI recipients might not get checks during the
last months of the fiscal year. The caps could mean that
families whose earners lost jobs or were hit with a serious
financial emergency toward the end of the year might be treated
differently from families that needed assistance at the beginning
of the year. They might be denied benefits, their benefits might
be reduced or they might be put on waiting lists. Spending caps
could also mean that food and nutrition assistance might not be
available to working families when their hours or wages were
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reduced. These effects could be worse in recessjon years, when
federal funds relative to need would be greatly reduced.

It is possible that states or private charities could make
up shortfalls resulting from the federal government’s spending
caps, and provide help to their needy residents. But demands on
the states are likely to be greatest at precisely those times and
in those states where ability to respond is most strained.
Particularly in times of economic downturn, it is quite possible
that the most vulnerable citizens in the poorest states would be
left without the basic necessities of life at a time when jobs
are the least available.

conclusion

Understanding the profound issues that are potentially
raised by dramatic changes in the funding structure of welfare
programs does not mean that these issues cannot or should not be
solved. Let me restate that we in the Administration, like
menbers of Congress, believe that the welfare system needs to be
changed in fundamental ways. Our welfare reform proposal takes
bold steps to refocus the system on the national objectives of
work and responsibility, while increasing state flexibility and
protecting America’s neediest families. Obviously, there are
other approaches and other creative solutions to these issues as
well. But before adopting one or another approach, it is very
important that we carefully assess the likely impact of that
approach. We look forward to working with the committee and
others in exploring those alternatives. We also offer our
cooperation in providing information as we move forward together
to reform the welfare systea.

I’d be happy to answer any questions at this time.
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Chairman SHAW. Mr. Ford.

Mr. FORD. Thank you very much, Mr. Chairman.

Dr. Bane, we absolutely must do more to help welfare recipients
prepare to work. I know this is the administration’s goal in the leg-
islation that was submitted to the Congress in the welfare policy
of 1994. I even think that we can require them to work if we guar-
antee them a living wage in society. The administration would sup-
port that totally.

I don’t think we as Democrats or this administration or Repub-
licans in this Congress want to continue to have welfare payments
without welfare recipients, those able to work, if we can identify a
living wage and a job, that those persons ought to work in the work
force. Is that pretty much where the administration stands?

Ms. BANE. That is correct. We in the administration are very
supportive of requirements and encouragements that would help
welfare recipients to work.

Mr. FOrRD. When we think in terms of children, we too have a
responsibility really to protect the welfare of children of this coun-
try, and all of the talk about block grants or a new welfare policy
in this country, I think we are all committed to the fact that these
are children. We are talking about the head of the household who
is receiving the benefits for the children and placing them in the
work force, but we must have guidelines to protect the children of
this country. Is that pretty much the administration’s position?

Ms. BANE. That was the position of the Social Security Act when
the program was put in place, and, yes, that is the administration’s
position.

Mr. FoRD. For the past 20 years, and [ am reading from a report
from the Children’s Defense Fund headed by Marion Wright
Edelman, for the past 20 years we have been cutting AFDC. AFDC
has declined from 1.5 percent of the Federal budget in 1979 to 1.1
percent in 1992. Social Security, by contrast, constitutes about 25
percent of the Federal budget. The value of AFDC declined from 47
percent since 1970 and the real value of AFDC benefits has de-
clined between 13 and 67 percent in every State, because, unlike
Social Security, payments to mothers and children are not raised
autg)matically to “keep pace with inflation. Is that pretty much cor-
rect?

Ms. BANE. Yes, sir.

Mr. FORD. We lhave seen that, and heard that welfare payments
have been increasing and we could cut the deficit significantly b
cutting AFDC and other aid programs without hurting the chil-
dren. That is basically the myth that we have been working from.
Can you comment on that?

Ms. BANE. I think you just pointed out what a small proportion
of the Federal budget AFDC benefits actually are, so we certainly
wouldn't want to make the argument that we could cut the deficit
substantially by cutting AFDC benefits. They are quite a small pro-
portion of the Federal budget.

Mr. Forp. It goes on and says: While the value of AFDC fell,
poverty overall has increased more in U.S. children today than any
time in the past 29 years as did the intensity of poverty. In 1993
it says 6.5 million children lived below half the Federal poverty
level, and it goes below $6,000 for a family of 3 up to 3.4 million
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in 1979, and when children live in poverty, their risk of
undernourishment, developmental problems, chronic accidents, and
death increases significantly. A whole host of problems in our soci-
ety exist when we see that there are more poor children and more
poor people in this country than ever before. We are saying we are
going to help reduce this Federal deficit, which we want to see hap-
pen, but I don’t think we want to do it at the risk of endangering
children even more so than they are today.

Is that pretty much the administration position as we look at the
total picture of trying to make sure that there are certain sanctions
for those, that maybe were described by the Governor of Michigan,
that people who don’t want to work that would put in alternatives
and sanctions that would be necessary to make sure we put able-
bodied people to work and make sure that both the father and the
mother, that we don’t single out and penalize mothers and children
in this country, but we also go after all those who would have a
responsibility here to lower the financial burden of the Federal
Government?

Ms. BANE. Mr. Ford, I think we all would agree that the welfare
of children would be well served by changes in the welfare system
that would help their parents to work, that would make sure that
both parents exercise parental responsibility. If we can make
changes in the welfare system in those directions, that will benefit
children over the long run. That is our goal, and I think that is
your goal as well.

Mr. FORD. Thank you.

Chairman SHAW. Ms. Dunn.

Ms. DUNN. Welcome Dr. Bane. As a new Member of the Commit-
tee, I would like to ask your indulgence in helping me characterize
the administration’s plan as compared to the Republican reform
plan. Under our bill, families would lose their AFDC benefit after
5 years. Do you agree with this provision?

Ms. BANE. Under the administration’s proposal, cash benefits for
AFDC recipients could be received only for 2 years before the recip-
ient was required to work. The administration believes that the
welfare system should help people get into work and help them get
into work quickly, but we also believe that, in those circumstances
where a welfare recipient is not able to find a private sector job,
we have a responsibility to ensure that a work opportunity is avail-
able so that she can support her children.

Ms. DUNN. Do you support any kind of time limits in AFDC pro-
grams?

Ms. BANE. The administration proposal is quite clear that a 2-
year limit on benefits is what we support, and that after 2 years—
and before 2 years, when possible, because we think many people
can move into work much more quickly—that AFDC recipients
should be expected to work.

But we don’t think you can say arbitrarily in all circumstances
that a time limit ought to apply. We believe there will be cir-
cumstances where people caring for disabled children, for example,
will be unable to work themselves. Under other circumstances, jobs
simply are not available, and continued support in the form of a
job might be appropriate.
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Ms. DUNN. Are you aware that after 5 years an average family
will have received in these benefits $60,000?

Mr. ELLWOOD. I am certainly not aware of that. What we in fact
find is that typically recipients move on and off welfare quite rap-
idly. Seventy percent leave within 2 years, 90 percent within 5.
Often they end up coming back, however, and so part of what is
going on is you have people who have gotten a job, lost a job, and
come back.

I would just reiterate what Dr. Bane said, and that is we feel
quite strongly that 2 years or less is the right number before people
absolutely have to work. The question is what about when someone
is unable to work? What happens to them then? What if they are
caring for a disabled child? What if they are in an area where the
economy is so bad that there really aren’t jobs, then what happens?

Ms. DUNN. The point that I would like to make is that if the tax-
payers knew that we were spending $60,000 on an average family
over-a period of 5 years, they might believe it is important to have
a cutoff date for the benefits.

It is the return to the welfare rolls that can be devastating. It
may be that 90 percent do get off within the first 5 years, but it
is their return that adds to the cost of the American taxpayer.

Mrs. KENNELLY. Will the gentlewoman yield?

Ms. DUNN. Yes.

Mrs. KENNELLY. Jennifer, how are you figuring out that $60,000?

Ms. DUNN. The number that I am using comes from the “Green
Book.” It comes from the cost, which is about $12,000 for a median
State multiplied times five.

Mrs. KENNELLY. Total figure over 5 years?

Ms. DUNN. Yes.

Mrs. KENNELLY. OK.

Ms. DUNN. Dr. Bane, does the administration believe that tax-
payers ought to guarantee on an entitlement basis cash, food
stamps, and medical care? I will give you a couple of examples, and
I would like to have a yes or no because my time is nearly up. A
15-ye'z71r-old mother who gives birth to a child out of wedlock, yes
or no?

Ms. BANE. I am sorry.

Ms. DUNN. The benefits in the form of cash and food stamps and
medical care; would you award that to a 15-year-old mother who
gives birth to a child out of wedlock?

Ms. BANE. Only if she was living at home, only if she was staying
ili'll 'lsc(i:hOOI’ and only if that money was needed for the care of the
child.

Ms. DUNN. What about a mother of two children who has been
on welfare for 8 years?

Ms. BANE. Only if she is working or cooperating in moving on to
work, or perhaps caring for a disabled child.

Ms. DUNN. When you say cooperating in moving on to work,
what do you mean?

Ms. BANE. In your example of someone who had been on welfare
for that long a period of time, we would certainly expect that per-
son to be working.

Ms. DUNN. So not in job training?
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Ms. BANE. Under our proposal, it may be appropriate to provide
job training, education, and other placement services for up to 2
years, but with very few exceptions.

Ms. DUNN. What about a 25-year-old man who has no physical
impairments but he has a doctor’s note claiming that his addiction
to crack cocaine renders him incapable of work? Would you provide
him those benefits?

Ms. BANE. Our proposal allows the States to require that person
to participate in drug rehabilitation programs. We believe that
would be appropriate, and benefits would be appropriately condi-
tioned on full cooperation with those programs.

Ms. DUNN. Thank you.

Chairman SHAW. Mrs. Kennelly.

Mrs. KENNELLY. Thank you, Mr. Chairman. Dr. Bane, account-
ability is used here, that word, and everybody wants to have ac-
countability of who receives the welfare from the taxpayers, and
people are very, very discouraged. They have had it with the
present welfare system.

And yet accountability is something that we live by. We run
every 2 years and I had to have accountability when we did the So-
cial Security changes in 1983, they are still asking about that, the
1986 tax reform, t%e 1993 budget bill. I think our role, some of us
in the minority, is to make sure that we see what is ahead so that
when we go home and they say what happened, we say we did wel-
fare reform. They say how come our quality of life has disinte-
grated. We have to look at some things such as children who have
real problems because of that reform. Could you expand on what
would happen when a State is in recession or when recession hits
when there is no individual entitlement?

Ms. BANE. That is what 1 worry about, Mrs. Kennelly. I was
thinking, as the Governors testified this morning, when I was Com-
missioner in New York, I visited a town in western New York in
which the local factory, I think it was a typewriter factory, had just
closed. There were people in the welfare office having to apply for
AFDC and food stamps who had never imagined themselves in that
situation. They were there because they had to, because of the ef-
fect of the plant closing. The church’s resources were strained. The
charities’ resources were strained. Local government resources
were strained. Their own families’ resources were strained. So I
worry that if we set those strict spending caps in the form of a
block grant or a discretionary grant that those are the people who
are going to be hurt.

Mrs. KENNELLY. Thank you, Dr. Bane. Governor Engler talked
about, and we are all looking for, solutions to our State problems.
He said that he was able in a matter of 2 years, I think he said,
to see $100 million collection in welfare changes. Have you got any
insight, and we didn’t get a chance to ask how that happened—do
you have any insight as to how he brought about this change so
successfully?

Ms. BANE. We haven’t got a clear indication of the data. One of
the things we welfare bureaucrats do when we grant the waivers
is ensure that there is, in fact, a good evaluation and a very careful
accounting including a comparison with a control group of what the
costs are and what benefits are actually being achieved. We only
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have preliminary data, so I really can’t comment on how those sav-
ings estimates will hold up.

We do know that one of the proposals in Governor Engler’s plan
was for the welfare department to make special efforts to move
children from the AFDC Program onto the SSI Program. We do
know that some of the savings to the State have come because of
that transfer to the Federal Government.

Mrs. KENNELLY. So if you take a person off AFDC, which is a
Federal program, and put him on SSI, which is a Federal program,
that is an accounting plus for the State?

Ms. BANE. It is because the AFDC Program is paid for in Michi-
gan, as it is in New York, about half by the State and half by the
Federal Government, whereas the SSI Program is paid for 100 per-
cent by the Federal Government. I did see that in New York when
I was Commissioner too.

Mrs. KENNELLY. The Governor was not too complimentary about
bureaucrats looking at waivers. I think he will be thrilled to hear
you and he share that, though I see it as kind of a transfer that
I think is counted as a plus. The Governor was very critical about
bureaucrats and waivers.

Could you quickly defend yourself on why waivers possibly could
be a safeguard or what are you doing that he feels is not being
done correctly?

Ms. BANE. I wish we could do them faster too. We are not
waiving our own creative rules and regulations, but laws that have
been passed by Congress and made part of the Social Security Act
partly because, as Mr. Nussle commented, there are things that go
wrong. There are things that need to be solved, and we have built
regulations around them.

So, in working with the States on waivers, we have to work
through how they are going to solve these problems. We also work
with them on an evaluation plan so that we can learn from what
we do and work with them to try to avoid legal challenges to their
demonstrations.

Mrs. KENNELLY. I want to commend your administration for real-
ly moving on waivers. I remember trying to get one for Connecticut
some years ago and it was impossible. So I salute you, that since
that was your charge, you did move it.

Thank you, doctor.

Chairman SHAW. Mr. Levin will inquire.

Mr. LEVIN. Thank you. Let me ask you to draw on your experi-
ence. I found the testimony earlier to be very revealing. I think it
is really kind of a call for not reform, but revolution. A total devo-
lution of authority to the States in this area. Governor Engler used
the image of a car, I guess we come from Michigan and we tend
to use such an image, and he suggested the Federal Government
should get in the back seat, and I think I favor that, and put the
States in the front seat.

But I think toward the end he really suggested that the Federal
Government should be out of the car altogether except for provid-
ing the gasoline. So in a way it is total devolution, and I think it
is a call in this area and in food and nutrition to kind of go back
to the Articles of Confederation.
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So let me ask you this—why not? What is the national interest
in these families, in these children?

Ms. BANE. As I outlined in my testimony, I think we all do have
some national objectives for welfare reform. We need to provide na-
tional leadership to ensure and to prod all the States to meet these
objectives having to do with work, with parental responsibility,
with protecting children.

We also have to recognize that we do live in a Nation where
there is a lot of movement from one State to another, and where
there needs to be some national clearinghouses, national inter-
changes, for example, to make sure that there is not fraud across
States, to make sure that we can collect child support across
States, to make sure that when people go from one State to an-
other, they don’t get a completely different set of treatments.

Also, we need to keep in mind that there are economic cycles.
They do affect States differently over time, and some States are
much worse off than others, not only at a given point in time, but
as their economies change, and I think that we as a Nation do have
a responsibility to help the States and to help the citizens of those
States in those very troubled times.

Mr. LEVIN. Thank you.

Chairman SHAwW. Mr. Rangel.

Mr. RANGEL. Thank you, Mr. Chairman, and we thank you for
the contribution that you are making here. Maybe since you have
studied this Contract With America more than I have, are there
any provisions that States have to maintain the contributions that
they are making toward AFDC as you understand it?

Ms. BANE. As I understand the Contract With America that was
submitted at the beginning of the session, the maintenance of effort
provisions were not repealed. I don’t know what is being discussed
now with respect to block grants. As I understand it, there is
thought of not continuing those maintenance of effort provisions.

Mr. RANGEL. So that is one of the things that we have to look
for because we may be kicked out of the car, but the people may
not even put the gas in on the State level.

Second, as you understand the Contract With America, do we
guarantee that we will increase the Federal funds to reflect need,
or are we out of it just with the block grant?

Ms. BANE. Again, as I read the Contract, and obviously other
people are better able to state this, one crucial piece of it, which
is part of the original bill and of the new discussions is, to make
the welfare programs discretionary programs subject to annual ap-
propriations. As I understand it, the Congress would have to choose
each and every year in the context of the overall Federal budget
how much money would be available for these programs.

Mr. RANGEL. That means that the welfare cases then would have
to compete against other budget priorities in the Congress?

Ms. BANE. That is how I read that proposal, yes, sir.

Mr. RANGEL. Well, we are very concerned about how you read it,
because you are the expert now. I want to make certain that there
is nothing here that guarantees the States or the people that the
Congress is going to maintain the Contract. It will just go to the
authorizing and the appropriation committees like any other dis-
cretionary program.
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Ms. BANE. That is correct, Mr. Rangel, and I believe that not
only the AFDC Program and the Food Stamp Program come under
the discretionary cap, but also the SSI Program for elderly and dis-
abled poor citizens.

Mr. RANGEL. And once the Congress decides what the cap is
going to be, then that goes to the State and, no matter what hap-
pens with their economy, they are on their own as to if things get
worse. If there are more poor folks, they just have to figure out
what to do themselves?

Ms. BANE. That is correct. With the SSI Program, if the money
ran out, we at the Federal level would have to figure out what to
do, whether to stop sending checks to elderly and disabled citizens.

Mr. RANGEL. If indeed there were an economic depression going
on in the States and there were no jobs available, under the Con-
tract, the Governor can proclaim not only are there no jobs avail-
able, but that they are also laying off public servants, and there is
a recession—after 2 years without a job or one not being available,
this person could possibly not receive any funds from the State
under the Contract?

Ms. BANE. As I understand the Contract legislation, States would
have the option of cutting people off after 2 years and would have
to cut people off after 5 years, regardless of whether jobs were
available.

Mr. RANGEL. If this 15-year-old girl became pregnant and the fa-
ther of the child was killed in the streets, and she was put out by
her mother and father, who had family values and rejected her,
under the Contract, the child that is to be born would not be enti-
tled to anything under the Republican Contract; is that true?

Ms. BANE. That is how I read that provision. If the mother was
not married at the time the child was born and she was a teenager,
that child would not be entitled to benefits for the whole 18 years.

Mr. RANGEL. Even if the father of the child died defending some-
one’s honor in the street, the fact that he didnt marry the mother,
the child would not be entitled to any assistance under the Con-
tract With America?

Ms. BANE. That is how I would read the provision, yes.

Mr. RANGEL. Thank you so much.

Chairman SHAw. Dr. Bane, I would suggest that you go back and
read that portion of the bill again because what we have talked
about is cash benefits. There is leeway for the States to provide
other services. Quite frankly, and one of our witnesses made a
point of this, I know that the administration is suggesting greater
restrictions on teenage moms than presently exists under present
law. I think you would agree that present law is totally unsatisfac-
tory in giving a 15-year-old a check or a cash benefit without sub-
stantial restrictions. Don’t you agree with that?

Ms. BANE. We agree that there should be requirements on teen
mothers to live at home, to stay in school, and to exercise parental
responsibility.

Mr. RANGEL. Mr. Chairman—

Chairman SHAW. I yield to the gentleman.

Mr. RANGEL. I thought that you would not agree that what I said
was correct. I merely did it to show that this is going to be a wide
area for us to be cooperating with you. Some of the things in the
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so-called Contract are not understood and the quicker we can un-
derstand exceptions to the rule—because, as you said and as the
administration has said, we don’t believe we should encourage a
15-year-old to look forward to a check so they can set up a house-
hold just for being irresponsible. So the quicker we can get answers
to these questions the closer we can reach the objective that both
of us want, and that is to reform the system as we know it.

Chairman SHAW. One of our witnesses yesterday described the
cash benefit directly to a 15-year-old as federally funded child
abuse, and I thought that was quite good. She made the remark
that you wouldn’t entrust i»;our dog to some of these kids that are
having kids and the fact that they are setting up separate house-
holds and receiving cash benefits is absolutely outrageous.

We will look forward to working with the administration and
with all Members on the Committee in putting together a package
in which we can discourage teenage pregnancy, but we are not
going to forget the babies that are brought into this world through
no fault of their own.

If there are no other questioners, Dr. Bane, Dr. Ellwood, it is al-
ways a pleasure to have you with us and we look forward to work-
ing with you in the months ahead.

Ms. BANE. Thank you.

Chairman SHAW. We have a very distinguished final panel, with
Robert Rector, who is a senior policy analyst with the Heritage
Foundation; Michael Horowitz, who is a senior fellow with the
Hudson Institute, Washington, DC; Marvin Olasky, professor of the
department of journalism at the University of Texas in Austin; and
Robert Greenstein, the executive director for the Center on Budget
and Policy Priorities in Washington, DC.

I woult{ agk that each of the panelists confine your remarks to
5 minutes, and that would give the Members ample opportunity to
inquire and ask you questions in order to expand your testimony.
Your written testimony is a part of the record and as soon as the
room quiets down, I will ask Mr. Rector to proceed.

Mr. Rector, please proceed. '

STATEMENT OF ROBERT RECTOR, SENIOR POLICY ANALYST,
HERITAGE FOUNDATION

Mr. RECTOR. Thank you, Chairman Shaw. I appreciate this op-
portunity to come before the Subcommittee. Let me begin by saying
that 30 years ago in launching the war on poverty, Lyndon John-
son told us that this was to be an investment which would return
its cost to the taxpayer manyfold.

What I would like to discuss today in my testimony is exactly
how much we have invested in this effort and what is the payoff
or the dividend that we have received for this investment. I am
going to talk about the total cost of the war on poverty, the total
cost of the current welfare state, and by the welfare state, I mean
means-tested programs for low-income and poor Americans: Cash,
food, housing, medical care, and social services targeted to the poor.
This is what we basically launched into, a comprehensive welfare
system in 1964.

There are over 75 major Federal means-tested programs. When
you talk about the small ones, over 300 programs. The total spend-
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ing by Federal and State combined on the 75-plus major programs
in 1994 was $350 billion, over 5 percent of the GDP. If we look at
the chart which I have provided here, we can see what we have in-
vested in the past. Back in 1964 when the war on poverty began,
we were spending 1 percent of the gross domestic product on wel-
fare. Today that spending has risen to over 5 percent.

After adjusting for inflation, welfare spending has gone from $40
billion a year to $340 billion a year, a ninefold increase since 1964.
Total spending from 1964 to the present time, adjusted for infla-
tion, is $5.3 trillion. That cost after adjusting for inflation is great-
er than the cost of defeating Germany and Japan in World War II
by a considerable margin. But in World War II we won. In the war
on poverty, poverty won.

Let’s look at the consequences of this $5.3 trillion investment we
have made in programs for the poor. The most striking con-
sequences are shown on the chart in the black line. The black line
represents the percentage of the American population that was
poor. What we see on the chart is that starting at the high point
in 1950, about a third of the population was poor. The red line
charts constant dollar welfare spending. During the fifties the
spending is at the bottom of the chart. You can barely see it. But
during the fifties and early sixties, the poverty rates plummeted,
falling about 1 percentage point a year.

Poverty fell from 30 to 15 percent of the population while welfare
spending remained at a tiny level. Then something happens. In
1965 the spending takes off and begins to explode. But the poverty
rate stops falling. It kinks over and basically remains unchanged
for the next 30 years, bumping up and down a little bit. It is higher
today than it was in the midsixties when the war on poverty began.

So despite $5.3 trillion, we not only didn’t reduce poverty, we
brought to a standstill the natural progress against poverty that
was occurring before the war on poverty began. Similarly in the
same period, the illegitimate birth rate rose from around 5 percent
to close to 33 percent, the crime rate quadrupled, and on and on.
In almost every social indicator, our society became worse as a re-
sult of this spending.

I would like during the question and answer period to go further
into addressing that. The second chart shows the CBO projections
of the spending on these 75 means-tested programs in the future.
Today we are spending about $340 billion, 5 percent of GDP. If we
continue on our current course, by 1999 that spending will increase
by over 60 percent to $550 billion, spending will rise from its cur-
rent level of 5 percent of GDP to 6 percent of GDP.

Frankly, under the current system, there is no light at the end
of the tunnel. I would ask you to ask any of the witnesses from the
administration at what point in time they could ever conceive that
this spending would begin to go down or even that the spending
would not rise as a percentage of GDP. We are locked into a course
of inevitable spending increases and inevitable increases in depend-
ency, and I hope that in the question and answer period, I will be
able to go into certain ways that we cannot only help the poor, but
also bring this fantastic explosion of spending under control.

I thank you.

[The prepared statement and attachments follow:]



65

Testimony before
The Sub-Committee on Human Resources
Committee on Ways and Means
U.S. House of Representatives
January 13, 1994

Robert Rector
The Heritage Foundation
(202-546-4400)

THE GROWTH OF THE WELFARE STATE
Introduction
The total annual cost-of U.S. welfare spending now exceeds $324 billion; this
amounts to more than $3,400 for each taxapaying household in the U.S. After adjusting for

inflation, welfare spending is now 9 times greater than when Lyndon Johnson launched the
War on Poverty in the mid-sixties.

As in the current welfare reform debate, each prior expansion of the welfare system
has been rationalized as an “investment® which would save moncy in the long run. But these
“investments® have led only to higher spending and escalating social problems.

Since the onset of the War on Poverty, the U.S. has spent over $5.3 trillion on
welfare. But during the same period, the official poverty rate has remained virtually
unchanged; dependency has soared; the family has collapsed and illegitimacy has
skyrocketed. And crime has esclalated in direct proportion to the growth in welfare
spending.

U.S. society can no longer tolerate open-ended growth in destructive welfare
spending. A key goal of any serious welfare reform must be to limit the future growth of
welfare spending.

Defining the U.S, Weilfare System

The federal government currently runs over 75 interrelated and overlapping welfare
programs. Mmyslammtcmdependemsutepmgumsmlddmontolhefederﬂ
prognms (A list of nnjor welfare pmgnms is amehed ) Mlﬁmmmmh:

Welfan Lssxstmce lns three oswnsible objecuva

s Liviog Standards Tt b Cash and Non-Cash Transf
Fedcnllndmxegovernmenlspmv:de cash aid, food, hwsmgmdmethul
assistance. These programs are intended to directly raise an individual’s
material standard of living. Such aid directly substitutes for the private sector
income which the welfare recipient is presumed to be incapable of carning for
him or berself.

2) Promoting Self-Sufficicacy. A smaller number of govemment programs
are intended to increase the cognitive abilities, earnings capacity and living
skills of lower income persons. Typical programs in this category would
include government job training programs for low skilled individuals or special
education programs targeted at disadvantaged persons.

3) Aiding economically distressed communities, The federal government also
provides aid to governments in low income or economically distressed areas.

The nominal intent of this aid is to broaden the economic opportunities within
the community and thereby indirectly to benefit low-income persons who live
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Targeted, Categorical, and Means-Tested Programs
An additional criterion for defining the welfare state is that welfare programs are
individually means-tested, community targeted, or categorical. Community targeted programs
provnde assistance to communities which either have a high perceatage of poor and low
income persons of are “economically distressed®. Categorical welfare programs provide aid

to specific disadvantaged or needy groups such as migrant farm workers, homeless persons,
or abandoned children.'

“Individually means-tested”® programs also provide aid directly to low income and
poor persons. A wide variety of govemment programs such as cash, food, housing and
medical care can be "means-tested®. Roughly 95 percent of total welfare spending takes the
form of means-tested aid directly to individuals. Means-tested programs restrict eligibility for
benefits to persons who have "means” (i.e. non-welfare income) below a certain level.
Individuals who have non-welfare income above a specified cut off level cannot receive aid.
Thus, Food Stamps and public housing are “means-tested” programs, because benefits are
limited to lower income persons. By contrast, Social Security and public schools are not
“means-tested” *

Total Welfare Spending

Total federal and state spending on welfare programs was $324.3 billion in FY 1993.
Of the total, $234.3 billion or 72% comes from federal funding and $90 billion or 28%
comes from state or local funds. But these figures significantly understate the role of the
federal government in welfare. Many federal welfare programs require a state government
contribution; in order for individuals within a state to receive aid from these federal
programs, the state government must match or pay a certain share of federal spending in the
state on that program. Out of the total of $90 billion in state and local welfare spending
described in this paper fully $78.6 billion takes the form of state and local contributions to
federally created welfare programs. Of total welfare spending of $324 billion, only $11.4
billion or 3.5% is spending for independent state welfare programs.’

C ics of Welfare Spendi

As noted, the welfare system theoretically is designed to promote three proclaimed
goals: to prop up material living standards; to promote self-sufficiency; and to expand
economic opportunities within low-income communities. Federal and state governments
operate a variety of welfare programs to meet these goals. Such programs include: cash aid
programs; food programs; medical aid programs; housing aid programs; energy aid
programs; jobs and training programs; targeted and means-tested education programs; social
service programs; and urban and community development programs.

Cash Aid The federal government operates cight major means-tested cash
assistance programs. Many state governmeants also operate independent cash programs
termed General Assistance or General Relief. Total cash welfare spending by federal

luwaauqorial program vill wot bave formal financial neans-test (as described in the main
tert), the sature of the group served as wvell as the method of operating the prograa will result is the bulk
of assistance going to low incose peraons.

I5ome programs such as Guaramteed Studest Loans are formally means-testsd but the neans-test or incose
cut off is so high that the program benefits mainly the niddle class. Despite the neans-test, such prograss
should pot be comsidered part of the welfare system, and have not been included in the programs listed or
spending totals calculated for this paper.

’ComdmmnqmnnMmuulwwmwnqmﬁmmtum It is
possible that there is as much as §10 to $15 billion dollars in independest state and local velfare spending
vhich is pot included ia this report. Mu,uuxfthhummun“oulmnﬂwmhclnbdm
the spesding totals, the welfare system would still be overvbelningly federal in structure.
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and state governments reached $71.5 billion in FY 1993.

Food Aid  The federal government provides 11 major programs providing food
assistance to low income persons. Total food aid to low income persons equalled $36
billion in FY 1993.

Housing Aid The federal government runs 14 major housing programs for low
income persons. Many state governments also operate independent state public
housing programs. Total housing aid for low income persons equalled $23.5 billion in
FY 1993,

Maedical Aid The federal government runs 8 medical programs for low income
persons. Manystamopememdependmt medical General Assistance programs.
Total medical aid equalled $155.8 billion in FY 1993.*

Encrgy Aid The federal government operates 2 programs 1o help pay the energy bills
or to insulate the homes of persons with low incomes. Total spending equalled $1.6
billion in FY 1993. -

Education Aid The federal government runs 9 programs providing educational
assistance to jow income persons, disadvantaged minorities, or low-income
communities. Total spending equalled $17.3 billion in FY 1993.

Trining and Jobs Programs The federal government currently operates 9 different
jobs and training programs for low income persons, costing $5.3 billion in FY 1993,

Targeted and Means-Tested Social Services The federal government also runs 11
programs providing special social services to low income persons. These programs
cost $8.4 billion in FY 1993,

Urban and Community Aid Progams The federal government runs S programs to aid
economically distressed communities. These programs cost $4.8 billion in FY 1993,

The Growth of the Weifare State

The welfare state, after remaining at low levels through the 1950’s and early 1960’s,
has undergone explosive growth since the onsct of the War on Poverty. In inflation adjusted
terms, welfare spending has grown in every year except one since the mid-sixties.

* In constant dollars, federal, state and local governments now spend 9 times as -
much on welfare as in 1964 when the War on Poverty was beginning. Welfare
- spending per capita in constant dollars is seven times as high as in 1964.

* After adjusting for inflation, welfare spending per capita today is five times as high
as during the Great Depression whea a quarter of the work force was unemployed.

* Welfare spending is absorbing an ever greater share of the nations] economy. In
1964, welfare spending equalled 1.23 percent of Gross Domestic Product. By 1993,
spending had risen to 5.1 percent of GDP; This was a record high, exceeding the

previous peak set during the Great Depression.

* Welfare spending in FY 1991, FY 1992, FY 1993 exceeded defense spending for
the first time since the 1930's.

¢ vhis fiqure inclales the share of Medicare which goes to persons with incones below the poverty level
at a total cost of $15.5 billion. Thess funds largely represest the "Medicaid buy isto Redicare® by vhich
the Medicaid systea pays the presiums for pocr persons to enable them to enroll in and receive benefits fros
Nedicare.



68

* There are repeated claims that Ronald Reagan "slashed” welfare spending. In
reality, welfare spending grew during the 1980's, after adjusting for inflation. In
1993, per capita welfare spending in constant dollars was 43 percent higher than
when President Reagan took office in 1980.

* Contrary to some claims, the growth in welfare spending has not been limited to
medical 2id. In constant dollars, per capita cash, food and housing aid is now 31
percent higher than in 1980 and 4.6 times higher than in 1964.

The Total Cost of the War on Poverty

The financial cost of the War on Poverty has been enormous. Between 1964 and
1994, welfare spending has cost the taxpayers $5.3 trillion in constant 1993 dollars. This
amount is greater than the cost of defeating Germany and Japan in World War I1, after
adjusting for inflation. Out of total welfare spending of $5.3 trillion, cash welfare programs
cost $1.3 trillion. Medical programs assisting low income persons have cost $2.1 trillion.
Spending on food programs equalled $602 billion, while housing and energy aid programs for
low income persons have cost $490 billion. Special education programs for low income
children have cost $319 billion, and jobs and training programs have cost $215 billion. An
additional $230 billion was spent on special social services for the poor, and $172 billion has
been spent on development aid for low income communities.

Proiscted Growth of Welfare Spendi

The notion that the U.S. would spend $5.3 trillion on the War on Poverty would have
dumbfounded most members of Lyndon Johnson's White House. In launching the War on
Poverty, President Johnson did not promise an open-ended expansion to the welfare state.
Instead, he spoke of a temporary investment which wouild help the poor to become self-
sufficient and climb into mainstream society. But the growth of the welfare state has been
unending and relentless.

Moreover, there is not even the faintest glimmer of "light at the end of the tuanel® for
the end of the War on Poverty. According to the Congressional Budget Office, total annual
welfare spending will risc to $538 billion and 6 percent of GDP by 1999. By that year, the
U.S. will be spending more than two dollars on welfare for each dollar spent on national
defense.

While a major portion of the projected growth of welfare spending is for medical
services, other programs will show steady growth as well. For example, spending on cash,
food, and housing programs are projected to grow by over a third during the next five years.

The Social Costs of the War on_Poverty

Despite this massive spending, in many respects the fate of lower income Americans
has become worse, not better, in the last quarter century. Today, one child in seven is being
raised on welfare through the AFDC program. When the War on Poverty began, roughly
one black chiid in four in the U.S. was born out of wedlock. Today, two out of three black
children are bom out of wedlock. Rapid increases in illegitimacy are occurring among low
income whites as well; the illegitimate birth rate among low income white high school
dropouts is 48 percent. Overall, nearly a third of children in the U.S. are now bom to single
mothers.

In welfare, as in most other things, you get what you pay for. For thirty years the
welfare system has paid for oon-work and non-marriage and has achieved massive increases
in both. By undermining the work ethic and rewarding illegitimacy, the welfare system
insidiously generates its own clientele. The more that is speat the more people in apparent
need of aid appear. The government is trapped in a vicious cycle in which spending



69

generates illegitimacy and dependency which in turn generates demands for even greater
spending.

Reforming Welfare

Any fair observer would note that no matter how frequently policy makers “end welfare,” the
costs continue to rise. Welfare absorbed around 1.2 percent of GDP when Lyndon Johnson
launched the War on Poverty in 1964; it had risen to over 5 percent by 1992. With a $324
billion price tag, welfare spending now amounts to roughly $8,500 for each poor person in
the U.S. Worse, Congressional Budget Office figures show total welfare costs rising to a
half trillion dollars, about 6 percent of GDP, by 1998.°

The long history of bogus welfare reforms, all of which were promised to save money
but did not, leads one to one obvious conclusion. The only way to limit the growth of
welfare spending is to do just that: limit the growth of welfare spending. The welfare system
must be put on a diet.

Welfare entitlements should be ended. Most separate federal non-medical welfare
programs should be eliminated and the funds should be pooled into a single welfare block
grant to the states. The future growth of federal non-medical means-tested welfare spending
should then be capped at 3 percent per annum. Comprehensive reform along these lines is
provided in: *The Welfare Reform Act of 1994" (S.2134) introduced by Senators Lauch
Faircloth, Charles Grassiey and Hank Brown and the companion bill H.R. 4566 introduced
by Jim Talent, Tim Hutchinson and Charles Canady in the House of Representatives.

Similarly the entitlement nature of Medicaid should be eliminated. Medicaid and
other means-tested medical programs should be converted into a single medical block grant
for the states which would increase at the rate of medical inflation.

By slowing the outpouring from the federal welfare spigot, such a welfare spending
limit would gradually reduce the subsidization of dysfunctional behavior: dependency, non-
work, and illegitimacy. The spending controls would send a waming signal to state welfare
bureaucracies. Cushioned by a steady and increasing flow of federal funds in the past, most
bureaucracies have found no need to grapple with the tough and controversial policies needed
to really reduce illegitimacy and dependency. With & cap on the growth of future federal
funds, state governments would, for the first time, be forced to adopt innovative and
aggressive policies that would reduce the welfare rolls.

While such a block grant approach would give the state governments infinitely more
flexibilty than the current system, we should not have a system of “zero responsibility block
grants”. The use of the block grant funds must be governed by a few basic moral principles
established at the federal level. These principles should include:

1) Limit federal susidies for future illegitimate births. Insist that federal funds no
longer be used to provide direct cash, food, and housing subsidies to women under 21
who in the future have children out-of-wedlock. States who believe it is wise to
continue the current system of direct welfare benefits to subsidize illegitimacy in the
future could to do so with their own state funds, but they could no longer use federal

5 Mhese tiqures represent estisated federal, state and local spending on means-tested welfare programs
and aid to econonically disadvantaged commmities. The Conqgressional Budget Office estimates only future
federal spending. Future state and Jocal spending tiqures were estimated separately by assuming that the
ratio of federal spending to state and local spesding on specific programs would resain wnchanged. This is
a reasonable assumption since the required state contribution to mst federal welfare prograss is
legislatively established at a fixed percentage of federal spending on that progran. These percentages
change little over time.
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money for that purpose.*

2) Provide an improved quality of life for those children who will continue to be born
out-of-wedlock in the future by channeling those federal welfare funds which, under
the current system, go directly to unwed mothers, into alternative and superior forms
of care, such as: adoption services and closely supervised group homes for young
unmarried women and their children.

3) Insist that in the future mothers who receive federally funded welfare benefits must
establish the patemnity of their children.

4) Insist that federal funds not be used to provide automatic increases in welfare
benefits to women who give birth to additional children while already receiving
welfare.

) Insist on serious but sensible work requirements for welfare recipients receiving
federally funded aid, focusing those requirements on the most employable welfare
recipients first (such as single able-bodied males and fathers in two parents families),
rather than on single mothers with infant chiidren.

This is not "conservative micro-management®. Under the system

I am proposing, hundreds of separate federal welfare programs would be
pooled into & single block grant thereby rescinding tens of thousands of pages
of current federal regulation. These regulations should be replaced by 10 or 20
pages of simple federal principles which would insure that federal welfare
funds were used to promote marriage rather than illegitimacy and work rather
than dependency.

¢ fhie linitation sbould apply only to wonen who have children one year after the emactaent of reform
legislation, not to those who bave alrsady bad children out of wedlock.
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THE POVERTY PARADOX
RELATION OF WELFARE SPENDING TO POVERTY
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WELFARE SPENDING BY PROGRAM TYPE
' FEDERAL STATE AND LOCAL
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WELFARE SPENDING PER LOW INCOME PERSON
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THE U.S. WELFARE SYSTEM

MEANS-TESTED ASSISTANCE PROGRAMS AND AID TO
ECONOMICALLY DISTRESSED COMMUNITIES

CASH AID

CASH 01) Aid to Families with Dependent Children
Budget Account Number: 75-1501-0-1-609
FY 1993: federal $13,7672 million state $11,426.8 million

CASH 02) Suppiemental Security Income
Budget Account Number: 75-0406-0-1-609
FY 1993: federal $22,642 million state $3,300 million

CASH 03) General Assistance: Cash
Budget Account Number: none
FY 1993: state $3,340 mitlion (estimate)

CASH 04) Earned Income Tax Credit
Budget Account Number: 20-0906-0-1-60%
FY 1993: federal $13,663 million

CASH 05) Foster Care: Title [V E
Budget Account Number: 75-1545-1-1-506
FY 1993: federal $2,532 4 million state $1,779.352 million

CASH 06) Assistance to Refugees and Cuban/Haitian Entrants
Budget Account Number: 75-1503-0-1-609
FY 1993: federal $65.122 million

CASH 07) Emergency Assistance to Needy Families with Children
Budget Account Number: 75-1501-0-1-609
FY 1993: federal $202.19 million state: $202.19 million

CASH 08) Adoption Assistance
Budget Account Number: 75-1545-1-1-506
FY 1993: federal $273.382 million state $155.828 million

CASH 09) Generai Assistance to Indians
Budget Account Number: 14-2100-0-1-452
FY 1993: federal $106.1 14 million

MEDICAL AID

MEDICAL 01) Medicaid
Budget Account Number: 75-0512-0-1-551
FY 1993: federal $75,744 million state $56,05! millioa

MEDICAL 02) General Assistance: Medical Care
Budget Account Number: none
FY 1993: state $5,204 million (estimate)

MEDICAL 03) Indian Health Services
Budget Account Number: 75-0390-0-1-551
FY 1993: federal §1,495.454 million

MEDICAL 04) Maternal and Child Health Services Block Grant
Budget Account Number: 75-0350-0-1-550
FY 1993: federal $664.530 million state $423.6 million

MEDICAL 05) Community Health Centers
Budget Account Number: 75-0350-0-1-550
FY 1993: federal $558.808 million

MEDICAL 06) Medical Assi to Refugees and Cuban/Haitian Entrants
Budget Account Number: 75-1503-0-1-609
FY 1993: federal $98.043 million
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MEDICAL 07) Migrant Health Services
Budget Account Number: 75-0350-0-1-550
FY 1993: federal $57.306 million

MEDICAL 08) Medicare for Persons with Incomes Below the Federal Poverty Threshold
_ Budget Account Number: None
FY 1993: federal $15,516.800 million

FOOD AID

FOOD 01) Food Stamps
Budget Account Number: 12-3505-0-1-605
FY 1993: federal $23,577 million state $1,628 million

FOOD 02) School Lunch Program
Budget Account Number: 12-3539-0-1-605
FY 1993: federal $4,670.9 million

FOOD 03) Special Supplemental Food Program for Women, Infants, and Children (WIC)
Budget Account Number: 12-3510-0-1-605
FY 1993: federal $2,846.5 million

FOOD 04) The Emergency Food Assistance Program
Budget Account Number: 12-3635-0-1-351
FY 1993: federal $163 .4 million

FOOD 05) Nutrition Program for the Elderly
Budget Account Number: 12-3503-0-1-351
FY 1993: federal $573.939 million state $65.007 million

FOOD 06) School Breakfast Program
Budget Account Number: 12-3539-0-1-605
FY 1993: federal $866.0 million

FOOD 07) Child and Aduh Care Food Program (Means-Tesied and Low-Income Component)
Budget Account Number: 12-3539-0-1-605
FY 1993: federal $1,225.704 million

FOOD 08) Summer Food Service Program for Children
Budget Account Number: 12-3539-0-1-605
FY 1993: federal $210.4 million

FOOD 09) Needy Families Food Distribution Program (Commaodity Food Distribution Program on Indian
Reservations in Liev of Food Stamps)

Budget Account Number: 12-3503-0-1-605

FY 1993: federal $61.968 million

' d

Mobp 10) Commodity Supplemental Food Program (CSFP) for Mothers, Children, and Elderly Persons
Budget Account Number: 12-3512-0-1-605

FY 1993: tederal $110.58 million

FOOD 11) Special Milk Program (Free Segment)
Budget Account Number: 12-3502-0-1-605
FY 1993: federal $1.44 million

HOUSING AID

HOUSING 01) Section 8 Lower-Income Housing Assistance
Budget Account Nurober: 86-0164-0-1-604; 86-0194-0-1-604
FY 1955, fcderal $13,288 million

HOUSING 02) Low-Rent Public Housing
Budget Account Number: 86-0163-0-1-604; 86-0164-0-1-604
FY 1993: federal $3,726.8 million

HOUSING 03) Section 502 Rural Housing Loans for Low-Income Families
Budget Account Number: 12-2081-0-1-371
FY 1993: federal $1,842.989 million

HOUSING 04) Section 236 Interest Reduction Payments
Budget Account Number: 36-0148-0-1-604
FY 1993. federal $634.744 million
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HOUSING 05) Section 515 Rural Rental Housing Loans
Budget Account Number: 12-2081-0-1-371
FY 1993: federal $573.857 million

HOUSING 06) Section 521 Rural Rental Assistance Payments
Budget Account Number: 12-0137-0-1-604
FY 1993: federal $393.922 million

HOUSING 07) Section 235 Homeownership Assistance for Low-Income Families
Budget Account Number: 86-0148-0-1-604
FY 1993: federal $62.033 million

HOUSING 08) Section 101 Rent Supplements
Budget Account Number: 86-0129-0-1-604
FY 1993: federal $55.1 million

HOUSING 09) Indian Housing Improvement Grants
Budget Account Number: 14-2301-0-1-452
FY 1993: federat $19.922 million

HOUSING 10) Section 504 Rural Housing Repair Loan Grants for Very Low-1 Rural H
Budget Account Number: 12-2081-0-1-371
FY 1993: federal $11.330 million

HOUSING 11) Section 514 Farm Labor Housing Loans
Budget Account Number: 12-2081-0-1-37)
FY 1993: federal $16.299 million

HOUSING 12) Section 523 Rural Housing Self-Help Technical Assistance Grants and Section 523 Ruraf
Housing Loans

Budget Account Number: 12-2006-0-0-604 (grants); 12-2080-0-1-371 (loans)

FY 1993: federal $11.142 million

HOUSING 13) Section 516 Farm Labor Housing Grants
Budget Account Number: 12-2004-0-1-604
FY 1993: federal $15.936 million

HOUSING 14) Section 533 Rural Housing Preservation Grants for Low-L Rural H
Budget Account Number: 12-2070-0-1-604
FY 1993: federal $23 million

HOUSING 15) Public Housing Expenditures by State Governments
Budget Account Number: none
FY 1993: state $2,856 (estimate)

ENERGY AID

ENERGY 01) Low-Income Home Energy Assistance Program
Budget Account Number: 75-1502-0-1-609
FY 1993: federal $],318.96) miilioo state $92.327 million

ENERGY 02) Weatherization Assistance
Budget Account Number: 89-0215-0-1-999
FY 1993: federal $182.368 miltion

EDUCATION AID

EDUCATION G1) #ell Grants
Budget Account Number: 91-0200-0-1-502
FY 1993: federal $6,098.572 million

EDUCATION 02) Head Start
Budget Account Number: 75-1536-0-1-506
FY 1993: federal $2,776.041 million state $694 million

EDUCATION 03) Title One Grants to Local Education Authorities for Educationally Deprived Children
Under the El yand S dary Education Act

Budget Account Number: 91-0900-0-1-501

FY 1993: federal $6,139.868 million
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EDUCATION 04) Supplemental Educational Opportunity Grants
Budget Account Number: 91-0200-0-1-502
FY 1993: federal $588.108 million

EDUCATION 05) Chapter One Migrant Education Program
Budget Account Number: 91-0900-0-1-501
FY 1993: federal $302.773 million

EDUCATION 06) Special Programs for Students from Disadvantaged Backgrounds (TRIO Progr
Budget Account Number: 91-0201-0-1-502
FY 1993: federal $388.165 million

EDUCATION 07) State Student Incentive Grants (SS1G) for Needy Students
Budget Account Number: 91-0200-0-1-502
FY 1993: federal $78.003 million state $78.003 million

EDUCATION 08) Fellowships for Graduate and Professional Study for Disadvantaged Minorities
Budget Account Number: 91-0900-0-1-502
FY 1993: federal $61.628 million

EDUCATION 09) Follow Through
Budget Account Number: 91-1000-0-1-501
FY 1993: federal $8.478 million

EDUCATION 10) Even Start
Budget Account Number: 91-0900-0-1-501
FY 1993: federal $90.122 million

JOBS AND TRAINING AID

TRAINING 01) Training for Disadvantaged Adults and Youth (JTPA II-A), Block Grant
Budget Account Number: 16-0174-0-1-504
FY 1993: federal $1,691.7 million

TRAINING 02) Summer Youth Employment Program (JTPA 11-B)
Budget Account Number: 16-0174-0-1-504
FY 1993: federal $849.412 million

TRAINING 03) Job Cotps (JTPA-IV)
Budget Account Number: 16-0174-0-1-504
FY 1993: federal §949.287 million

TRAINING 04) Senior Community Service Employment Program
Budget Account Number: 16-0175-0-1-504
FY 1993: federal $389.046 million state $43.23 million

TRAINING 05) Job Opportunity aed Basic Skills Training (JOBS)
Budget Account Number: 75-1509-0-1-504
FY 1993: federal $736.500 million state $456.630 million

TRAINING 06) Foster Grandparents
Budget Account Number: 44-0103-0-1-506
FY 1993: federal $38.923 million state $8.95 million

TRAINING 07) Senior Companions
Budget Account Number: 44-0103-0-1-506
FY 1993: federal $14.571 million state $3.35 miilion

TRAINING 08) Migrant and Seasonal Farm Workers Training Program
Budget Acccunt Number: 16-0174-0-1-504
FY 1993: federal $78.303 million

TRAINING 09) Indian and Native American Employment and Training Program
Budget Account Number: 16-0174-0-1-504
FY 1993: federal $61.871 million

SOCIAL SERVICES
SERVICES 01) Social Services Block Grant (Title XX)

Budget Account Number: 75-1634-0-1-506
FY 1993: federal $2,784.745 million state $2.200 million
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SERVICES 02) Community Services Block Grant
Budget Account Number: 75-1504-0-1-506
FY 1993: federal $442.830 million

SERVICES 03) Legal Services Corporation
Budget Account Number: 20-0501-0-1-752
FY 1993: federal $360.563 million

SERVICES 04) Emergency Food and Shelter Program
Budget Account Number: 58-0103-0-1-605
FY 1993: federal $128.992 million

SERVICES 05) Social Services for Refugees and Cuban/Haitian Entrants
Budget Account Number: 75-1503-0-1-609
FY 1993: federal $68.685 million

SERVICES 06) Title X Family Planning
Budget Account Number: 75-0350-0-1-550
FY 1993: federal $162.646 million

SERVICES 07) Volunteers in Service to America (VISTA)
Budget Account Number: 44-0103-1-0-506
FY 1993: federal $43.311 million

SERVICES 08) Title IlI b Supportive Services Under the Older Americans Act
Budget Account Number: 75-0142-0-1-506
FY 1993: federal $296.844 million

SERVICES 09) Daycare Assistance for Families “At-Risk" of Welfare Dependence
Budget Account Number: 75-1501-0-1-609
FY 1993: federal $264.316 million

SERVICES 10) Child Care and Development Block Grant
Budget Account Number: 75-1515-0-1-609
FY 1993: federal § 892.71 1 million

SERVICES 11) Child Care for Recipients (and Ex-Recipients) of AFDC
Budget Account Number: 75-1501-0-1-609
FY 1993: federal $595.568 million

COMMUNITY AND DEVELOPMENT AID

COMMUNITY AID 01) Community Development Block Grant
Budget Account Number: 86-0162-0-1-451
FY 1993: federal $4,243.374 million

COMMUNITY AID 02) Urban Development Action Grant Program (UDAG)
Budget Account Number: 86-0170-0-1-451
FY 1993: federal $51.314 million

COMMUNITY AID 03) E: ic Devel Admini
Budget Account Number: 13-2050-0-1-452
FY 1993: federal $26.356 million

COMMUNITY AID 04) Appalachian R | Develop Program
Budget Account Number: 4&0200-0-1-452
FY 1993: federal $144.697 million

COMMUNITY AID 05) Legalization Impact Aid
Budget Acvown Number: 75-1508-0-1-506
FY 1993: federa) $325.642 million
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Chairman SHAW. Mr. Horowitz.

STATEMENT OF MICHAEL HOROWITZ, SENIOR FELLOW,
HUDSON INSTITUTE

Mr. HorowiTz. Thank you, Mr. Chairman. First, this is rather
an extraordinary night/day phenomenon. I testified before this Sub-
committee on August 13 and I testify today. The world is a very
different world and I think it is a different world because in large
part we as a country are finally liberated from the notion that has
shackled us all, and the poor most of all; that one’s compassion is
a function of how much more of the same solutions one supports.
We are freed of that, thank goodness, and thank goodness for the
poor, who have been savaged by this program in the ways Bob Rec-
tor and others have described.

I think it is right for the Committee to begin today with the two
critical questions that deal with the key operational and strategic
issues of welfare: One, ought welfare exist on an entitlement base
and two, what should the role of the Federal Government vis-a-vis
the State be.

I was General Counsel to the Office of Management and Budget
during the first 5%2 or so of the Reagan years and saw the effects
of entitlement programs in welfare and elsewhere. During the
Reagan administration I also was the first chairman of the Work-
ing Group on Federalism. I worked on the Reagan “grand swap”
proposal and worked on the regulations under the block grant pro-
grams that were created during the Reagan years. So I would like
to share some of my thoughts with the Committee.

On the question of entitlement first, I think the colloquy between
the Chairman and Mr. Rangel and Ms. Bane really ended the dis-
cussion about entitlements as a moral compulsion. All this talk of
“what about the children?” Well, the children that Ms. Bane cares
about whose mothers under the administration bill don’t conform
to the standards the administration creates are in precisely the
same situation—the funds are cut off, at least the cash funds.

But I think the Chairman also pointed out that we are just talk-
ing about cash assistance cutoffs and there are lots of other welfare
alternatives to cash. But the idea that a 16-year-old should be enti-
tled simply for and following the act of mothering an illegitimate
child to an independent home with a can’t-make-it family and an
independent income is wrong. Taxpayers have suffered, but the
children of those mothers have suffered most of all from this ar-
rangement. And I think there is a consensus to stop that and end
our entitlement psychology with regard to welfare.

There are two other issues with regard to entitlements. One, and
I saw this from my experience at OMB—Mr. Rangel, you were
troubled at the fact that welfare spending has to compete with
other kinds of spending. I am not troubled by that. I think that
there is something appalling at the idea of democracy on autopilot.
I think there is something appalling about the idea that the default
option if Congress does nothing, and it is easy to block Congress
from doing something, is the awful status quo, the horrid status
quo of our welfare system.

I think what Congress needs is action forcing mechanisms by
which you must explore the welfare system every single year. In
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many ways the political system and people who sat in your places
rather preferred an entitlement system. It was a hands-off kind of
government. If it didn’t work, it was the system that wasn’t work-
ing, not them.

By putting welfare on a nonentitlement basis, you, our elected
representatives, are forced to look at the consequences of the situa-
tion. I am not talking about a Social Security system where the
issue is affordability. We are talking about a system of enormous
policy sensitivity, and I don’t think we can allow a defdult option
to favor the status quo. That has been devastating for a system
that even Mr. Rangel and the President point out has not worked,
or rather has worked tragically.

Another point with regard to entitlements. John Cogan wrote an
exquisite book about entitlements and the growth of deficits. I com-
mend it to the Members of this Committee. He points out that enti-
tlements tend to be focused in single committees which then take
care of “their” programs. They don’t have competing considerations.
In those years where entitlements consumed spending, deficits
have gone up. In those years where spending was independently
controlled by separate committees of Congress, deficits have gone
up. Entitlement stands in the way of balancing one kind of spend-
ing against the other and it generates deficits.

Two final points on block grants. The first is there is a change
in psychology that is staggering now. When I was in the Reagan
administration, the Governors were the people who least wanted
deregulation. They preferred safe harbors of Federal bureaucracies.
They were comfortable with being middle managers for the Federal
bureaucracies because it was politically easier for them to blame
the Federal Government when things went wrong.

In 15 years, as Governor Engler has shown, this situation has
changed, so we are ready for block grants now. I have two bits of
advice, however, for this Committee. One, I implore you to be sure
in the legislation to have a stern mechanism allowing, on a point
of order basis, future categoricals to be stricken and defeated. If
you look at the categorical program record with the Reagan admin-
istration, we block granted lots of programs, there was an empty
field, and it proved irresistible, and so by the end of the Bush
years, we had as many categoricals at a Federal level as we had
had when we started in the Reagan administration, but that was
on top of the block grants.

So if you have block grants, you have to ensure as best you can
that Congress doesn’t shoot blindly again and have some political
official who sees a headline and due to an alleged or real problem
doesn’t create a new narrow categorical, because we will then be
back where we started. When Nixon started the General Revenue
Sharing Program he had the same hope. It only led to bigger Fed-
eral programs at Federal and State levels. And if you want to de-
volve to the States, you have to stop, in a procedural way,
categoricals from happening again.

On the Federal standards issue and the marvelous colloquy be-
tween Mr. Rangel and Governor Engler, I found myself enormously
sympathetic to your view, Mr. Rangel. I think it is unrealistic to
expect the Federal Government to supply the cash and the gaso-
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lfine, as Mr. Levin puts it, and expect the States to drive absolutely
ee.

There are Federal standards and they do make sense, and it is
your responsibility to do it. That is not to say that block grants
would not create radical change. When Governor Engler began, he
had a pile this high of micromanaging regulations of Federal bu-
reaucracies. Sweep that away, but I don’t think you can ignore the
obligation to have standards.

And in that regard the final point. Please do not do your work
with performance standards. That is to say Congress will give per-
formance targets to the States and they will be treated on the basis
of whether or not they hit the performance targets. We have had
lots of experience with error rate administration with welfare pro-
grams involving the States. You will never enforce those error rates
if the targets are not met. So Congress has to do what it is doing
now; put in standards and make States live with them.

Thank you, Mr. Chairman.

[The prepared statement follows:]
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STATEMENT OF MICHAEL HOROWITZ
SENIOR FELLOW, HUDSON INSTITUTE
AT THE HEARINGS OF THE SUBCOMMITTEE ON HUMAN
- RESOURCES
HOUSE AND WAYS AND MEANS COMMITTEE
JANUARY 13, 1995

Mr. Chairman and Members of the Committee:

I am grateful for this opportunity to appear before the Subcommittee
whose actions and judgments will play a critical role in determining
whether, as we approach the 21st Century, America can continue to achieve
our central historic mission: to create for all Americans lives of hope and
opportunity and dignity. This dream, which for many generations of
Americans was a reality so blessed as to have been seen as the product of a
divine hand, is increasingly unrealized by growing numbers of us.

To see in many central cities the mounting scourges of dependency,
illegitimacy, crime and hopelessness is to despair at the possibility that the
American dream is not working for those who need it most. Nothing
matters more for us as a nation than to recapture our magic for those people.

In struggling for workable answers and policies, this Subcommittee
will have one powerful advantage: the freedom to unshackle itself from the
conventional wisdom and the tired, failed answers of the past thirty years.
In the space of months -- measured for me by the remarkable difference
between today's hearings and the August hearings of the Subcommittee
before which I testified -- there is no longer serious political mileage which
can be gained from arguing that concern for less fortunate Americans is
measured by one's belief in a more-of-the-same approach to welfare policy.

The manifest failure of our welfare programs, which have perversely
increased poverty in almost direct proportion to the growth of federal
programs waging their Great Society "war" on it, imposes a moral
obligation on all of us to seek new answers and new approaches.
Accordingly, I believe it particularly fitting that for its first hearings this
Subcommittee has focused on the two questions which lie at the heart of the
procedural, operational and strategic questions surrounding American
welfare policy:

e whether welfare benefits should be granted on a federal entitlement
basis; and

o whether the federal role in welfare policy should be radically
reduced.
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Having served as the General Counsel of the Office Management and
Budget during the Reagan Administration, and having been the first
chairman of its Working Group on Federalism, I have had a measure of
experience on the above subjécts which I hope will be of value to the
Subcommittee.

Welfare and Federal Entitlements

In my view, few design features of current welfare policy have been
as harmful as its entitiement-based character. This so for a number of
reasons.

First, as our core underclass problems have increasingly centered on
young, increasingly teenaged women, our welfare system has done precisely
what it should not do: entitle unmarried sixteen year old mothers to
independent incomes, and further entitle their lost-at-the-start families to
independent homes of their own. Leaving aside the arid debate over
whether welfare entitlements have created our mounting incidence of
illegitimacy, it is sufficient condemnation of our entitlement-based welfare
system to note, as Mickey Kaus has written, that welfare has facilitated and
empowered today's family pathology and breakdown. People who parent
children they have no capacity of caring for should only be given public
resources on the wariest and most careful of bases. Providing a legal
entitlement to such funds for or following the very act being irresponsible is
an inexcusable public policy which has savaged communities and
undermined their survival values. In this respect, the entitlement-based
character of our welfare system -- offering as it does to many an entitlement
based on status and irresponsibility rather than prior contribution and
deserving character -- rejects the original federal welfare design envisioned
by the New Deal. As is now generally known, today's core welfare
entitlement to unwed mothers was added to AFDC by historical accident,
against the knowledge and wishes of Frances Perkins, the Roosevelt
Administration's Labor Secretary and the person principally charged with
designing its welfare policy. Perkins, the most liberal member of the
Roosevelt Administration and its most experienced person on issues of
social welfare policy, correctly predicted that a federal entitlement for
unwed mothers would be the cause of family breakdown and consequent
hopelessness for children.

At an even more fundamental level, the creation of an entitiement-
based system in a policy area as volatile as welfare is powerfully
undemocratic and, in its most fundamental sense, legislatively irresponsible.
By its very nature, an entitlement is inertial and allows government to
operate on an auto-pilot basis. With its default option in favor of the status
quo and its built-in bias in favor of keeping existing policies in place and
unchanged, entitlements help create for political leaders an escape from
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political accountability -- precisely the reverse of what good public policy
demands insofar as welfare is concerned. It's always easier not to act when
one does not need to, and rather than generating the action-forcing policy
reviews our welfare system desperately needs, the system's entitlement-
based character has had the opposite effect. As distinguished from Social
Security -- whose major problems involve issues of affordability rather than
perverse design -- the policy-sensitivity of the welfare community requires
that welfare systems be flexible and easily open to change. An entitlement-
based welfare system makes this effectively impossible.

Finally, as John Cogan has pointed out, any entitlement-based system
inherently causes Congress to deal with welfare issues in isolation, without
reference to competing and complimentary public claims and public needs.
Given the committee system by which Congress organizes itself,
entitlement programs are necessarily focused in particular committees --
and those committees necessarily lack the critical responsibility of
balancing "their" entitlement programs against the spending claims caused
by the programs of other committees. Cogan's analysis of Congressional
spending patterns since the beginning of the Republic reveals that deficits
have been lowest when Congress placed centralized responsibility for all
federal spending in a single committee. Conversely, our deficits have been
highest and most out of control when budgeting and spending has been
decentralized -- a characteristic feature of entitlement spending.
Entitlement programs thus create "tragedies of the commons," giving
Congressional committees the effective authority to spend public resources
without the responsibility of allocating those resources over the full range of
federal programs. Ending the entitlement character of welfare programs
will diminish this Committee's authority over welfare, to be sure, but it will
also ensure that Congressional treatment of welfare issues will be
undertaken with greater regard for other low-income programs and other
federal needs.

A word is in order to deal with a newly fashionable argument for
welfare entitlements -- it has been principally advanced by Robert
Greenstein, until recently the Clinton Administration's designee as
Deputy Director of Office Management and Budget. Accordingto
Greenstein, welfare entitlements have the alleged economic virtue of
insuring that spending on the needy will take place during periods of
recession and other economic downturns. Greenstein thus alleges
that, left to its own devices, a presumably heartless Congress would
be likely to cut welfare spending for presumably powerless low
income Americans when they allegedly need help the most. Leaving
aside Greenstein's profoundly mistaken view that Americans will not
be particularly generous to its most needy citizens when times are
hardest, his argument is also wrong on at least three counts:



« First, andercl blems have little if anythi io wit
the state of the economy. Underclass growth and pathology have
increased in good times and bad over the past thirty years, thus
making it all the more imperative to end our auto-pilot system of
welfare entitlement spending and to radically change welfare policies
and incentives.

» Second, Greenstein ignores the fact that the Great Society totally
altered the character of welfare programs. As distinguished from
welfare spending under New Deal designs, today's welfare programs
largely provide benefits to the rich and powerful. In other words,

today's welfare entitlements now largely go to "public sector
vendors" in the (forlorn) hope that the services they provide will
benefit the poor. Since the days of the Great Society, when a
deliberate attempt was made to create public spending dependencies
on the part of the business and the non-profit sectors, today's "trickle
down government" welfare spending programs enjoy the active
support of the most powerful and wealthy constituencies of the
country -- farmers, grocers, doctors, homebuilders, social workers,
lawyers, teachers, and other like groups on whom welfare monies are
now largely and most directly spent.

« Third, a comparison of federal spending on low income entitlement
and low income dxscretlonary programs reveals that dunng

this Subcommittee with any measure of seniority have surely
experienced the successful pressures, usually in the form of urgent
supplemental bills, for recession-period spending on such programs
(many of dubious accomplishment) as compensatory education, WIC, .
Job Corps, Summer Youth Employment and the like. Greenstein's
thesis fails by this measure alone.

In sum, for both fiscal and policy reasons, there is an imperative need
to end the entitlement character of today's welfare system.

Welfare and Block Grants

Today's panel of Governors, and Governor Engler in particular, will
more fully touch on the efficacy of block grants, but a few supplementary
observations may be of value.

First, I believe it useful to share with the Subcommittee my sense of
the night versus day differences between today's Governors -- with their
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positive eagerness to assume responsibility and political accountability for
welfare and other public policy matters — and the spokesmen for state
governments I encountered when I was involved in shaping and
deregulating the Reagan block grant programs. One of the most striking
things about the Reagan block grants was the enormous interest on the part
of many states in maintaining extensive federal regulatory reach after the
block grants were enacted. At that time, it was clear to many of us that
many state officials had become comfortable serving as middle managers
for federal bureaucracies -- that political life was easier for many state
officials able to blame the federal government for program failings and for
whom narrow regulatory "safe harbors" were preferable to policy discretion.
It's harder for voters to blame officials who lack authority to run programs
and, lip service aside, many state officials preferred this arrangement during
the Reagan years. As this Subcommittee well knows from its dealings with
today's Governors, this situation -- happily -- no longer obtains. As I also
know from the exciting collaboration now taking place between the Hudson
Institute and Governor Thompson over welfare reform in Wisconsin, states
are today ready and willing to serve as the "laboratories of democracy" that
Justice Brandeis believed the Constitution meant them to be.

Next, I believe it imperative for this Subcommittee to carefully guard
against the "categorical program creep” which occurred after the Reagan
block grants were adopted. Having swept the field clean of many federal
programs, Congress soon found itself unable to resist creating new federal
programs on top of the state block grants, so that by the end of the Bush
Administration there were almost as many new and overlapping federal
categorical programs as there had been before the Reagan block grants were
enacted. Likewise, the Nixon Administration's hope that Federal Revenue
Sharing would abate Congress' appetite for creating and sustaining new,
narrow federal programs proved forlorn. Accordingly, ] urge the

Subcommittee to enact stiff procedural devices which allow this and future
N :
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grant programs this Congress may enact.

Third, a word may be in order about the degree of federal authority
appropriate to any new block grants. Having spent many years fighting for
greater state autonomy over domestic policy, and having sought to end
federal micromanagement of the states, I nonetheless believe it unrealistic if
not inappropriate for Congress to annually appropriate funds over whose
spending it can have no say whatsoever. In the end, if Congress is
responsible for raising funds, it cannot escape a correlative responsibility to
exercise broad, general standard-setting authority over the expenditure of
those funds. Such broad exercise of authority is very different from the
literal contro! that the federal bureaucracy now exercises over the states, and

f welfare blocl ning broad federal principl I
create a literal and long-needed revolution in federalism. In the end, the
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only way to end any federal control over welfare would be for Congress to
cede federal revenue sources to the states equal to the cost of the welfare
programs which the states will assume. This was a critical design feature of
the Reagan "Grand Swap" federalism proposal of 1983, and I hope that this
Subcommittee can now look seriously at such a step.

Finally, I urge the full Committee not to ignore the immediate need
for, or the present political opportunity to, provide the states with flexibility
and discretion in the design of their Medicaid programs. As originally
conceived, Medicaid was a reasonable model of federal-state relations; it
provided matching federal payments to states which chose to offer
designated forms of medical care to designated cohorts of low income
persons. Over the past two decades, however, in almost literal reversal of
its central design feature, Medicaid has been radically converted into a
program which effectively dictates financial burdens and health care
regimes on the states.

Such relief is literally needed if American federalism is to be fiscally
viable, would allow the states to balance between health care and other
welfare needs, and would be likely to generate enormous federal fiscal
relief. The debate over Medicaid should not take the form of a national
health care debate, for Medicaid is, more than anything else, an unfunded
mandate program under which Congress "created" benefits without regard
to the needs or resources of the states it left holding the bag.

I hope that members of this Subcommittee, and the Governors, will
look more skeptically at current Unfunded Mandates bills -- and insist that
the legislation contain something more than a Congressional promise not to
sin again and nothing less than renewed state discretion and flexibility to
define Medicaid's reach and scope.

This concludes my remarks. I again thank the Chairman and the
Subcommittee for the honor of being able to offer my views at today's
opening hearings on the great, long-needed welfare debate in which the
104th Congress will engage.
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STATEMENT OF MARVIN N. OLASKY, PH.D., PROFESSOR,
DEPARTMENT OF JOURNALISM, UNIVERSITY OF TEXAS,
AUSTIN, TEXAS

Mr. OLASKY. Thank you, Mr. Chairman. There is a lot to say and
not much time, so let me make just two points, one on history, one
on language. My historical point is this: Today we have lots of theo-
ries about fighting poverty, but it is not necessary to be moving on
a theoretical plan. We know how to fight poverty. We had success-
ful antipoverty programs a century ago, successful because they
embodied seven points that can be remembered in alphabetical
order: Affiliation, bonding, categorization, discernment, employ-
ment, freedom, and God.

Those are all explained in what I have written, but the key ele-
ment in all of them is personal involvement and challenge, both
material and spiritual. History shows that big bureaucratic pro-
grams have not worked. Here are some quotations.

Recipients of relief lose their energy and self-respect.

Government aid creates a dependent feeling, a dry rot.

Many of the poor are worse off than if they had never been helped.

You might think those quotations are from today’s debates but
they all come from the 1870s. When I spent a year in the bowels
of the Library of Congress, I found hundreds of references like this.
This is not theory, this is not ideology. This is real-life experience
a century ago and today and it is there for anyone to see. It is also
there for anyone who wants to spend the time in researching the
records of what did work then.

During the 19th century a successful war on poverty was waged
by tens of thousands of local, private, charitable agencies, and reli-
gious groups around the country. The platoons of this greatest
charitable army in history often were small. They were made up
largely of volunteers. Over in the Library are thousands of eye-
witness accounts and journalistic assessments. Go look at some of
them, please.

The poverty fighters then did not abolish poverty, but they saw
movement out of poverty by millions of people. They saw springs
of freshwater flowing among the poor, not just blocks of ice sitting
in a perpetual winter of multigenerational welfare dependency.

And the optimism that was prevalent then contrasts sharply
with the demoralization among the poor and the cynicism among
the better off that is so common now. What was their secret? It was
not neglect, either benign or malign. It was their understanding of
the literal and Biblical meaning of compassion.

And this leads to the point on language. Today in Washington
the word compassion is often used in connection with the spending
of billions of dollars: “A compassionate piece of legislation.” But the
word comes from two Latin words—com, with; pati, to suffer. The
emphasis is on personal involvement with the needy, suffering with
them, not just giving to them. Suffering with means adopting hard-
to-place babies, providing shelter in our own homes to women un-
dergoing crisis pregnancies, becoming a big brother to a fatherless
child, working one-on-one with a young single mother.

If we had more time, I would like to tell you stories of a great
cloud of witnesses who suffered with. These unknown soldiers
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spent their lives in true compassion. They have been almost en-
tirely ignored by historians, who assume that antipoverty work did
not become real until governments became involved. But I spent a
year with those manuscript journals and those newspaper accounts
and organization records, and I can tell you that suffering with
worked big time.

If folks 100 years ago could help others to move out of poverty
and then turn their attention to the next group of immigrants and
impoverished, why can’t we? Did they have more time than we do?
No. Did they have more money? No. Did they have more space in
gleir homes so they could take in another person and we cannot?

0.

I could go on, but when you have lived in 19th century cities, as
I have vicariously, you don’t fall for those myths of the good old
days. They weren’t. Life was hard. But here is what is so exciting.
Volunteers opened their homes to deserted mothers and orphaned
children. More significantly, they made moral demands on recipi-
ents of aid. They saw family, work, freedom and faith as central
to our being, not as lifestyle options.

The volunteers gave their own lives, not just so others might sur-
vive, but that they might thrive. What I learned leads me to won-
der, why can’t we do the same? Were Americans then a different
people than we are today? Have we become so corrupted that we
don’t care about others? I think not. I hope not.

But we have become used to having someone else do it for us
even though we know that a professional social worker with the
best of intentions but a caseload of 200 or 300 can’t do much more
than shuffle paper. Bad charity drives out good.

My conclusion is that when we complain about a spendthrift wel-
fare state, we are right about the costs, but we are actually stating
the problem backward. The major flaw of the modern welfare state
is not that it is extravagant, but that it is too stingy. It gives the
needy bread and tells them to be content with that alone. It gives
the rest of us the opportunity to be stingy also. We can feel nice
while we scrimp on what many of the destitute need most—love,
time, and challenge. We need to recapture the optimism that a look
at history can provide. We need to recapture the understanding
that a true definition of compassion suggests.

Thank you.

[The prepared statement follows:]
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Before the Subcommittee on Human Resources
Committee on Ways and Means
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January 13, 1995
Washington, D.C.

American Compassion, Past and Present: Part I
Mr. Chairman and Members of the Subcommittee: my name is Marvin Olasky.

1 am pleased to be joining you today, and thank you for the opportunity to discuss the
role of compassion in helping the poor.

During winter in Washington, the social pendulum swings. Coming inside Union
Station on a cold January night is like entering a magic kingdom: classical music fills
the air, high-rent shops fill the mall areas, and the Amtrak waiting rooms are generally
clean.

But -outside, away from the bright lights, sounds a different song. Panhandlers wait
near- the escalator leading down to the subway. Some seem coolly efficient in their
work; others are inebriated and occasionally aggressive; and one, with a sly sense of
humor, sings, "Rich folks roasting on an open fire/ Homeless stepping on their toes."

At quitting time in the nation’s capital two classes step on cach other’s toes. Most are
part of the enormous class of those who work, and then head home to families and
friends. A small number, however, have chosen to become beggars.

Unlike beggars of other lands who are crippled or otherwise without opportunity to .
make a living, most could adopt other ways of life, but are supported by the quarters
and dollars handed over by guilty-ridden passersby. There is little joy in giving; but
those heading home know that many will be going to grates or shelters, and they want
to show "compassion."

Some who give are following their instincts, but others apparently have learned one
lesson taught by our top societal teachers. Across the country, day after day,
newspaper pundits and talk show hosts tell us to be "compassionate” toward the
"homeless.” That ten-letter word - "compassion” - slides over tongues like a social
lozenge. Within one month, in five major newspapers, writers used the word
“compassion” about 300 times, and provided instruction on the subject hundreds of
other times as well.'

“Compassion” is used in many ways: giving a dollar at the subway; appropriating a
billion dollars for federal housing; "feeling sorry for" and "letting off easy." The word
has become such a political and moral bludgeon that those who refuse to give - at the
subway or the legislative office - are generally portrayed as "rich folks roasting on an
open fire."
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If the problem were only that holdouts from conspicuous giving await consignment to
the circle of hell that trendy journalists reserve for those declared selfish, it would be
minor: those who fight the social waves must anticipate a battering. The problem too
easily overlooked is the déstruction of lives of those volunteer subway doormen. The
subsidy they receive, through both individual giving and taxpayer coercion, represents
the opposite of compassion as historically understood in America. Compassion over
the centuries energized, but modermn "compassion” enervates.

An accurate theory and practice is vital at this time when charity leaders are applaunded
for saying, "The important thing to remember is that we must get involved in some
way - any way."? As that attitude becomes general, questions go unasked: Does our
“compassion” help or hurt? What if many points of light are actually points of
darkness? If we have a cabinet full of medicine bottles, do we recommend dipping
into any of them, or should we have warning labels?

Americans in earlier centuries faced social problems similar to our own, but they were
able to develop thoughtful approaches for many reasons - one being that "compassion™
was not merely a rhetorical device.

The Early Concept

In 1834, Noah Webster defined compassion as "A suffering with another; painful
sympathy." Webster was a Bible-believing Christian, and his earlier dictionaries
provide theological as well as lexicographical insight. Inclusion of the terms
“suffering" and “painful” reflected both the literal meaning of compassion (from the
Latin com, with, and pati, to suffer) and Webster’s religious education: the word
"compassion” appears in the King James Bible 42 times, usually as the translation of
words coming from the Hebrew root rachum (womb) of the Greek root splanchnon
(bowels of yearning), underscoring the close personal relationship that the person who
offers compassion is to have to the recipient.

For the Americans through the mid-19th century, a second connotative element also
was vital: churchgoers were taught that the Biblical compassion was more the
culmination of a process than an isolated noun. Repeatedly, in Judges and other
books, the Bible says that only when the Israelites had repented their sins did God, as
a rule, show compassion. Second Chronicles 30:9: "the Lord your God is gracious and
compassionate. He will not turn his face from you if you return to him." Nehemiah
9:27: "when they were oppressed they cried out to you. From heaven you heard them,
and in your great compassion you gave them deliverers."

God’s refusal to be compassionate at certain times makes the pattern even more
evident. Isaiah 27:11 describes Israel as "a people without understanding; so their
Maker has no compassion on them." In Jeremiah 15:6, God tells Israel, *You have
rejected me...I can no longer show compassion." Similarly, the New Testament shows
that those who have strayed from God must have the graces to cry out for help.*

This understanding of compassion as covenantal - requiring action by both parties -
was critical in keeping the principle of suffering with from becoming a Buddhist-like
esteem for suffering. The goal of all suffering was personal change. Those who
refused to change did not deserve to be the beneficiaries of others’ suffering; they
might have to be left to themselves until their own suffering become so great that they
gave up their false pride.

These aspects of compassion - suffering with, change, mutual responsibility - provide
insight into that which colonial groups such as the Scots’ Charitable Society (est. 1684)
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meant when they "open{ed] the bowells of our compassion” to widows but ruled that
"no prophane or diselut person, or openly scandelous shall have any pairt or portione
herein."* '

Sermons for several hundred years equated compassion with personal involvement that
demanded firm standards of conduct among recipients; they also stresse¢ 1 the duty of
all to show compassion: Minister Benjamin Colman said in 1725, "Acts of Compassion
and Mercy to our poor and Brethren [are] esteemed by the Lord of the Sabbath to be
Holiness to himself" and "compassion and Mercy to the poor is Conformity to God."®

The basic message seems to have been presented among all denominations. Anglicans
believed that those blessed materially by God should "compassionate” the poor by
descending into misery when necessary in order to help pull them up: "This in one
order of life is right and good; nothing more harmonious."” American followers of
Methodism spread John Wesley's advice to "Put yourself in the place of every poor
man and deal with him as you would God deal with you.™

In looking at definitions of compassion, we might conclude that cultures build systems
of charity in the image of the gods they worship, whether distant deist, bumbling bon
vivant, or "whatever goes" gopher. In colonial America, belief in a theistic God of
both justice and mercy led the way to an understanding of compassion that was both
hard-headed and warm-hearted. Justice meant punishment for wrongdoing, so it was
right for the slothful to suffer. Mercy meant rapid response when people tuned away
from past practice, so malign neglect of those willing to change also was wrong.

The early definition had several other connotations:

» The belief that God was not merely an establisher of principles but a personal
intervenor ("God’s Providence”) contributed to a sense that man, created after God’s
image, also was to go beyond clockwork charity: "God values our Hearts and Spirits
above all our Silver and Gold, our Herds and Flocks. If a Man would give all the
Substance of his House instead of Love, the Loves of his soul and the Souls of his
House, it would be contemned.”®

+ The better-off should know the various "characters" of the poor. Today’s believers
in "liberation theology" typically argue that God is on the side of the poor in general,
but the older distinction showed God backing the mistreated poor yet chastising those
who had treated themselves to indolence.'

+ True compassion emphasized spiritual help, paralleling that which historian Gertrude
Himmelfarb has noted in the English context: "there was nothing invidious in being
preached to. What was invidious was not being preached to, not having access to the
kinds of moral, religious, and communal experiences that were a normal part of life for
those not so poor as to be deprived of them.""

* Withholding material help was at times compassionate. Cotton Mather warned in
1698, "Instead of exhorting you to augment your charity, I will rather utter an
exhortation...that you may not ~bure your charity by misapplying it.""

The difference between Mather’s restraint and our mechanistic redistributionism shows
how much dominant ideas of human nature have changed. For the next two centuries,
it was believed that many persons, given the option of working, would choose to sit.
Based on that belief, Mather told his congregation, "Don’t nourish [the idle] and
harden ’em in that, but find employment for them...Find 'em work; set em to work;
keep ’em to work.""
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Likewise, Charles Chauncey told members of the Society for Encouraging Industry and
Employing the Poor to restrain "the Distribution of [their] Charity; not being allowed
to dispense it promiscuously, but obliged to take due Care to find out suitable Objects;
distinguishing properly between those needy People who are able, and those who are
unable, to employ themselves in Labour.” Referring to the apostle Paul’s maxim of
Second Thessalonians 3:10 - "If a man will not work, he shall not eat” - Chauncey
said, "the Command in my Text is plainly a Statute of Heaven, tying up your Hands
from Charitable Distributions to the slothful poor.” It was both economically foolish
and morally wrong to subsidize bad habits by bestowing upon those the Bread of
Charity, who might earn and eat their own Bread, if they did not shamefully idle away
their Time.""*

True compassion meant a challenge rather than acceptance. The poor were seen not as
standing on the bottom rung of the social ladder - with the only possible choices
stagnation or upward movement - but as resting in the middle, capable of moving
either up to economic independence or down toward "pauperism,” characterized by a
defeated spirit and dependent state of mind - as well as by lack of income.

Early Compassion in Practice

There were some, of course, who became poor by circumstances beyond their control.
They received personal care, often in neighbors’ homes. The emphasis on suffering
with meant that orphans during colonial times normally were adopted into families. As
towns and cities grew, however, some institutionalization emerged: orphanages were
established in New York, Philadelphia, Baltimore, Boston, and other cities. Likewise,
at the end of the 18th century, some groups began providing small monthly allowances
to working widowed mothers. "Widows who have the charge of two, three, four or
five children,” a Boston association declared, “are unequivocally proper subjects of
alms.”

Even so, the Society for the Relief of Poor Widows with Small Children (est. 1797 in
New York City) was cautious in distributing aid; volunteers checked the means,
character, and circumstances of each applicant, making sure that relatives were unable
to help and that alcoholism was not contributing to misery. Further, aid almost always
was given in kind - food, coal, cloth - rather than in cash. During the winter of 1797-
98, the Society helped 98 widows with 223 children; by 1800, 152 widows, with 420
children under the age of 12, were listed on its books. Because the Society accepted
the only those clients who "would rather eat their own bread, hardly earned, than that
of others with idleness,” it emphasized finding work. In one year, widows received
nearly ?5,000 yards of linen to make shirts and other articles of clothing in their
homes. .

Since compassion for widowed or abandoned women meant self-help whenever
possible, the obligation extended to able-bodied men was even more exacting. Some
23 Boston charity societies declared in 1835 that recipients should believe it
"disgraceful to depend upon alms-giving, as long as a capacity of self-support is
retained...[To} give to one who begs...or in any way to supersede the necessity of
industry, of forethought, and of nroner self-restraint and self-denial, is at once to do
wrong, and to encourage the receivers of our alms to wrong doing." Echoing Mather’s
warning of 150 years before, they belicved "a faithful avoidance of the evils [of] an
injudicious bestowment of alms" was essential to "Christian alms-giving."'®

For that reason, the societies agreed that relief should be given only after a "personal
examination of each case,” and "not in money, but in necessaries required in the case.”
Large-scale aid programs could not be discerning in that way and therefore intrinsically
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lacked compassion. An 1844 McGuffey’s Reader ridiculed a "Mr. Fantom” who had a
"noble zea! for the millions” but "little compassion for the units." An English visitor
observed that Ohioans did not favor building large institutions, but were compassionate
on an individual and family basis: a "disabled Scotchman" received free "board
amongst the farmers, sometime at one house, sometimes at another,” while in another
town a Dutch family impoverished by sickness were "provided with doctor and nurse,
and in fact with everything needful for them, until they recovered."”

Likewise, Alexis de Tocqueville observed that Americans "displayed general
compassion" through personal interaction, unlike the European pattern by which the
"state almost exclusively undertakes to supply bread to the hungry, assistance and
shelter to the sick, work to the idle, and to act as the sole reliever of all kinds of
misery."" This difference, Tocqueville surmised, was due in part to the presence of
small communities and strong religious ideas.

As some towns grew in the 1830s and 1840s, more societies to help the "worthy poor”
emerged. The goal throughout was to make city relations as much as possible like
those of the countryside. The Boston Provident Association (est. 1851), gave food,
clothes, and coal to those willing to work but in temporary need; requests from
drunkards were refused. Supporters were asked to-give beggars not money but cards
proposing a visit to the Association’s offices, where volunteers would examine needs,
make job referrals; and provide food and temporary shelter. It developed a list of "the
worthy" and also a "black record," which in 1853 contained 201 names of

"impostors” - able-bodied persons who refused to work."”

Those who were ill generally received help (given 19th century medicine, questionable
help) regardiess of backgrounds.” The New York Association for Improving the
Condition of the Poor frequently emphasized the importance of taking personal action,
and reported "an increasing number of families and individuals who are willing to take
charge of one or more, oflen of several, poor families."’ Reports show this
conception of compassion - personal involvement and challenge - applied throughout
the nation. In New York, Baltimore, Boston, Philadelphia, Chicago, St. Louis, and
other cities, groups known as Associations to Improve the Condition of the Poor
(AICPs) emerged in the two decades before the War Between the States.

The South.had fewer cities but similar pattems of compassion, as shown by historian
Suzanne Lebsock’s detailed examination of Petersburg, Virginia. Lebsock is typical
among historians in her bewilderment about the data she found; describing Petersburg’s
economic difficulties during the 1830’s and 1840s and noting the lack of governmental
response, -Lebsock repeatedly. indicates puzzlement and concludes, "How people got by,
to repeat, is a mystery."? The mystery is largely unclouded by recalling how
compassion was then practiced: people got by when their neighbors suffered with
them.

Nineteenth century sermons continued to define compassion as suffering with.
Congregation members were told the offer of compassion had to be personal: "To cast
a contribution into the box...or to attend committees and anniversaries [are] very
trifling exercises of Christian self-denial and devotion, compared with what is
demanded in the weary perambulations through the street, the contact with filth, and
often with rude and repulsive people, the facing of disease, and distress, and all
manner of heart-rendering and heart-frightening scenes, and all the trials of faith,
patience, and hope, which are incident to the duty we urge.”

Churches and charity organizations believed that professionals should be facilitators of
aid, not major, or sole suppliers: "[t}here must, of course, be officers, teachers,
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missionaries employed to live in the very midst of the wretchedness, and to supervise
and direct all the efforts of the people...[but] mark you! these officers are not to stand
between the giver and receiver, but to bring giver and receiver together."

Conflicting Definitions

The compassion consensus was based on the development of personal relationships,
often cross-class. A few proto-Marxists challenged that definition by declaring that
compassion meant not suffering with but forcible redistribution of income. That idea,
however, did not receive a widespread hearing until some editors of the "penny press”
- newspapers that because of printing and circulation innovations in the 1830s could
sell for one cent - became, for both ideological and mercenary reasons, self-appointed
tribunes of "the poor" generally.

The first popular challenge to the compassion consensus came from mid-19th-century
American journalist Horace Greeley, who founded and became editor of the New York
Tribune in 1841. A Universalist, Greeley believed that people were naturally good and
that every person had a right to both eternal salvation and temporal prosperity. He
probably never said the words most often attributed to him - "Go west, young man" -
but he did advise many young men and women to fight poverty by joining communes
in which the natural goodness of humans, freed from competitive pressure, inevitably
would emerge.”

Not accepting orthodox Christian anthropology - that man’s sinful nature leads toward
indolence, and that an impoverished person given a dole without obligation is likely to
descend into pauperism - Greeley saw no problem with payment to the able-bodied
poor who did not work.” Rather than discuss the obligations of neighbors, Greeley
argued that each member of "the whole Human Family” had "a perfect right...to his
equal share of the soil, the woods, the waters, and all the natural products."” There
was no need for suffering with when everyone, by government fiat if necessary, was
due an equal sustenance.

Greeley and his followers, such as Charles Dana, Margaret Fuller, and George Ripley,
were only partially successful in undoing the definition of compassion that had been
built over the previous two centuries. Henry Raymond, founder of the New York
Times, was Greeley’s principal opponent, and emphasized individual and church action:
“Members of any one of our City Churches do more every year for the practical relief
of poverty and suffering, than any [commune] that ever existed. There are in our
midst hundreds of female 'sewing societies,” each of which clothes more nakedness,
and feeds more hunger, than any 'Association’ that was ever formed."® Raymond
praised "individuals in each ward, poor, pious, humble men and women, who never
dreamed of setting themselves up as professional philanthropists,” but daily visited the
sick and helped the poor.

Debates between Greeley and Raymond show clearly the conflict of views. Greeley
contended that supporting a system of equal, society-wide redistribution was “the duty
of every Christian, every Philanthropist, every one who admits the essential
Brotherhood of the Human Family," and argued that evil resulted from "social
distinctions of master and servant, rich and poor, landlord and landless.” The way to
end evil was to redistribute wealth by having the government tax the better-off and
distribute food and funds to those who had less. Raymond, however, argued that
"before a cure can be applied or devised, the cause of the evil must be ascertained,”
and that cause was "the sinfulness of the heart of Man.” The only solution lay in
God’s compassion toward man, and man’s subsequent compassion toward the brethren:
“The heart must be changed."*
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Throughout the second half of the 19th century, the battle over compassion’s meaning
was waged largely along the lines established by Greeley and Raymond: Was the
essence of compassion wealth redistribution, or a tiring but tireless struggle to aid the
needy by helping them develop more productive patterns of thought and action? The
equation of compassion with redistribution persisted, and eventually found new
propagation in books by Edward Bellamy and other socialists of the 1880s and 1890s.

Most Americans, however, defined compassion more by actions than by words,
creating a starry sky of private charitable organizations. In examining records from
1890 and 1891, I have counted 2,000 points of light in Baltimore, Chicago, and New
York alone, which show how compassion a century ago was defined in practice:

« In Baltimore, the Association for the Improvement of the Condition of the Poor had
2,000 volunteers who made 8,227 visits in 1891 to 4,025 families. Nearly half the
families were headed by widows who generally received material aid; most others were
headed by able-bodied men who received help in finding jobs and in the fighting
alcoholism and opium addiction. An emphasis on personal involvement of rich and
poor - not just material transfer - was evident in many ways.

« Other Baltimore groups emphasized self-help for the poor and material transfer only
to those unable to work. In 1890, the Thomas Wilson Fuel-Saving Society helped
1,500 families save on the purchase of 3,000 tons of coal. The Memorial Union for
the Rescue of Homeless and Friendless Girls offered free rooms in private homes for
teenagers and young women until long-term housing and jobs could be found. The
Presbyterian Eye, Ear and Throat Charity Hospital offered free beds and Bible readings
to the poor and illiterate.> While many groups had Protestant bases, Catholic groups
also flourished: volunteers of the Society of St. Vincent de Paul of the City of
Baltimore made 4,800 visits and relieved 345 families.

 Likewise, New York’s charity organizations emphasized personal help and the
exchange of time, not just money. The American Female Guardian Society and Home
for the Friendless sheltered over 1,000 children "not consigned to institution life
but...transferred by adoption to Christian homes.” The Nursery and Child’s Hospital
provided free medical care and supported hundreds of unmarried pregnant women in
return for an agreement "to remain three months after confinement to take care of two
infants." New York’s 1,288 charitable organizations often employed professional
managers, but their task was to coordinate activities of tens of thousands of volunteers
who provided food, clothing, fuel, shelter, and employment; supported free schools and
kindergartens; organized sea excursions and summer camps; staffed free hospitals and
dispensaries; and constructed missions, reformatories, libraries, and reading rooms.

Work Tests and Investigation

For all these groups, "compassion” meant the right to work but not the guarantee of
provision without work. Charities throughout the country offered "work tests” - one of
two major categorizing devices of the late 19th century compassion - for the able-
bodied homeless: transient men willing to chop wood for an hour or two generally
received two meals a day and a night's lodging, while married men received food and
money for rent and clothing. Women typically received seats in "sewing rooms;"
garments made were donated to the helpless poor or to families suffering from the
effects of hurricanes or tomadoes.

The "work test" was occasionally criticized by those who believed charity should be
"unconditional," but most ministers believed "’If a man will not work, he shall not
eat’..Is it, we ask, a very hard-hearted thing for the public to required an equivalent of
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labor, from those who are able to give it, in retumn for the relief which they receive?
Is it unchristian? Is it not in the sweat of his brow that man is to eat his bread? Is not
the Commandment, 'Six days shalt thou labor?™”

The other categorizing mechanism was investigation, often involving a home visit by
an agent or trained volunteer to make sure the needs were genuine and relatives could
not help. Categorizing applicants was vital if compassion was to include a realistic
dose of challenge. In Boston in a typical year, 895 volunteers visited 2,094 families
requesting relief, finding 18% "worthy of continuous relief” because of old age,
incurable illness, or orphan status; 23% "worthy of temporary relief” because of
accidents, illness, or short-term problems; 33% able to work but involuntarily
unemployed, or "shiftless or intemperate where reform may be hoped for" (these were
sent to employment bureaus); and 26% "unworthy" of support because property or
relatives could be relied on, or because work tests and investigation indicated no
"desire to change."

Through the Associated Charities of Boston, 817 found and accepted jobs while 278
refused them - "98 refusals with good reason, 170 without." Associated Charities also
gave loans to 81 persons, legal aid to 62 persons, and medical help to 304, and
influenced 53 relatives to offer aid. Volunteers helped 185 families save money and
144 alcoholic breadwinners make progress toward temperance; and nearly 600 children
were placed in adoptive families, nurseries, or industrial schools.*

Emerging large organizations also emphasized person-to-person instruction rather than
distribution of alms to those able to work. "Compassion” at Salvation Army shelters
meant not the provision of permanent housing, but encouragement of good work habits
so clients would be prepared for regular jobs.” At the turn of the century, Army
bureaus placed about 4,800 persons per month.* Salvationists emphasized change not
only in job habits, but in thoughts as well, claiming 50,000 or more religious
conversions in 1900 alone; a spin-off organization, Volunteers of America, claimed
thousands more.

“Sacrifice” was a word written in raised letters in Salvation Army lexicons. Its
newspaper, War Cry, prominently displayed declarations of church leaders concemning
the "self-sacrifice not short of heroism which [the Salvation Army] has evoked in
hundreds.””” What kept such declarations above the level of mere sentiment was
wariness concerning “sentiments of emotional affection,"™ and a focus not only on
profession of faith but on repentance and follow-up, including practical movement
away from bearing grudges and slandering others.”” Those who came to the Army's
woodyards were told it could be a new start if they took the responsibility for their
past failures and renewed prospects.® Ballington Booth, son of Salvation Army
founder William Booth, scoffed at schemes for reform apart from character change and
argued that "Hard work and simple religious truth® were the key weapons for a
successful war on poverty.*'
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Chairman SHAw. Thank you.
Mr. Greenstein.

STATEMENT OF ROBERT GREENSTEIN, EXECUTIVE
DIRECTOR, CENTER ON BUDGET AND POLICY PRIORITIES

Mr. GREENSTEIN. Thank you, Mr. Chairman. Let me start by say-
ing that I think there are some significant problems with some as-
pects of Mr. Rector’s analysis. Maybe we could get into that in
questions.

I note a couple of quick points. Some of the spending increase
that he referred to was on the elderly and that poverty rate is a
third of what it was in 1960. I would also note that a lot of the
spending increases he referred to are on programs like food stamps
and Medicaid that don’t count in measuring poverty. Since we don’t
count them in determining, they can’t be expected to lower the pov-
erty rate, but that doesn't tell us they have failed.

Finally, most research finds that one, not the only, but one key
point in poverty trends is wages. Wages for low-paid jobs rose
smartly in the fifties, sixties, and early seventies, and have been
eroding for about the last 20 years, and it is clear that the ranks
of the working poor, people not on welfare working but getting paid
low wages, are up.

But that is not what I came to talk today. What I would really
like to talk about is that we be clear that we not take a series of
issues that are separate issues and look at them as though they
are a single issue. It seems to me among the key issues are, first,
should there be more State flexibility? And the answer I think is
yes. Should we be tougher in the requirements that we put on for
work and for tracking down and collecting support from absent par-
ents? Again the answer is yes. What about the question of cost?
Should we cut costs?

This chart, which is simply data from the Entitlement Commis-
sion on which I serve, shows as we reached our bipartisan consen-
sus that our big problems in cost in the entitlement area are health
care and Social Security and eventually we have to deal with that.
We did not spend a lot of focus on means-tested entitlements. They
are not going up as a percentage of GDP.

In fact, the Entitlement Commission assumptions here are con-
servative in the sense that the latest CBO forecast projected after
the year 2000 the means-tested entitlements will edge down as a
share of GDP. You may choose, however, to cut costs in these pro-
grams, and the point I am trying to make is the following: Whether
you want to give States more flexibility or not—hopefully you
will—whether you are tougher in enforcing mutual responsibility,
in work, collecting child support and the like, whether you decide
to cut costs, one doesn’t have to do a block grant to do any of those.
Those are separate issues from whether one goes to a block grant
or one maintains an individual entitlement status. All of those
changes can be made within the structure of maintaining an indi-
vidual entitlement. And I raise that because I think going to a
block grant will have unintended effects that undermine some of
the other reforms you very much want to do. Let me be clear before
explaining what I mean about those unintended effects, that I am
not suggesting that a mother who refused to work has an entitle-
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ment that someone who refuses to track down an absent father has
an entitlement.

What I am suggesting is for those who meet all the requirements
and play by all the rules, that if one removes the individual entitle-
ment there and goes to a block grant, other unintended con-
sequences follow. Number one, and perhaps most important, is
what would happen during a recession.

Let’s take the Food Stamp Program as an example between June
1990 and 1992, the number of unemployed—the unemployment
rose about 50 percent and the number of people on food stamps
went up to 5 million. The food stamps were blocked and the State
had a fixed amount of money in the beginning of the year. Either
the need couldn’t be met and we couldn’t serve the unemployed or
their children or States would have to meet 100 percent of addi-
tional need out of State money.

This could be a particular problem for States because their reve-
nues contract during recessions and it could be a particular prob-
lem in terms of its effect on two-parent families because the group
whose participation goes up most in recessions are two-parent fam-
ilies who work, lose their jobs during recessions and get their jobs
back during recoveries.

This is coupled with the second unintended effect. No one, de-
spite the best of intentions, knows how to design a formula for allo-
cating block grant money among States in these programs that
matches current need. If you do it based on the number of poor
people in each State, the census data on that is always 3 to 5 years
out of it.

If the unemployment rate went up in one State since then and
down in another, the State with the highest unemployment would
get too little money and the State with the robust economy would
get too much money. If you did it based on what percent of the
total Federal funds each State now gets, if you later have differing
rate? of employment growth in different States, the same problem
results.

I will give you two specific examples. We look at the proposed
food block grant and if, for example, the food block grant that is
outlined in a later, recent document from the Republican Gov-
ernors’ Association were put into effect, that had been in effect 5
years ago, your State, Mr. Chairman, Florida, would have gotten
49 percent fewer food assistance funds in 1994 than it actually got.

Now, to be sure what reduction in total Federal funding and cost
there is, we also analyzed it and said suppose the exact same
amount of Federal dollars were put out to each State as were actu-
ally put out in 1994, simply because of their funding formula, Flor-
ida would get 29 percent fewer funds than it got. Other States
would get 29 percent more.

Your State had some economic issues and population growth.
You can’t reflect that up to date in an allocation formula. One of
the problems this could have is if you don’t have enough money in
some States to meet needs like recession, and States don’t want
people who can’t—who otherwise couldn’t pay the rent to be on the
street, there is a real risk that States would cut funding for their
work programs, their self-sufficiency programs, the kind of initia-
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tives that you have heard Governors which are here say they want
to do, those might be the things that get squeezed.

So the basic message I have—and I see my time is up, I will
wrap up—is again these are separate issues. One can do more with
flexibility. One can really strengthen mutual responsibility, require
more movement toward work pattern establishment, child support
collection. And if it is your election to do so, reduce costs without
going into the block grant route, if you do, I think some of your ef-
fort to promote self-sufficiency will be compromised when States,
especially during recession, have to cut back their self-sufficiency
programs. I think the money will be allocated inefficiently. Some
States get too much and some too little and have particular prob-
lems during recession.

I do hope these are seen as separate issues and each one is eval-
uated on their own merits.

Thank you.

[The prepared statement and attachments follow:]
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TESTIMONY OF ROBERT GREENSTEIN, EXECUTIVE DIRECTOR
CENTER ON BUDGET AND POLICY PRIORITIES

Subcommittee on Human Resources
House Ways and Means Committee
January 13, 1995

Thank you for this opportunity to testify on welfare spending, the entitlement
status of certain low-income programs, and block granting. I am Robert Greenstein,
executive director of the Center on Budget and Policy Priorities. In the late 1970s, I served
as Administrator of the Food and Nutrition Service, the U.S. Department of Agriculture
agency that administers the food stamp program and other food assistance programs. I
recently served as a member of the Bipartisan Commission on Entitlement and Tax
Reform appointed by President Clinton and the Congressional leadership.

1. QOverview

In the past, there has been broad, bipartisan support for welfare reform efforts
guided by the notion of “mutual responsibility.” Under this view, able-bodied recipients
of public assistance are expected to move toward self-sufficiency by participating in
education or training activities, working, or looking for work. Government, for its part,
provides services and supports to help recipients improve their prospects in the labor
market and maintains a basic safety net beneath poor children and other vulnerable
groups.

In recent months, the debate over low-income programs has veered far from this
framework. Some have argued that public assistance programs should no longer be
structured to ensure that benefits are available to each eligible person who applies;
individuals who follow all program rules and demonstrate a willingness to work, and
those who are unable to work, would no longer be assured of receiving assistance.

The Personal Responsibility Act (H.R. 4) and more recent proposals put forward
by some Republican governors and members of Congress call for ending the entitlement
status of safety net programs such as Aid to Families with Dependent Children (AFDC),
Supplemental Security Income (SSI) for the elderly and disabled poor, and food stamps.
The Personal Responsibility Act also would place a number of these programs under an
“outlay cap” that would require substantial reductions in the programs over the next few
years. More recent proposals have suggested that a number of major means-tested
entitlement programs should be converted to block grants established as discretionary
programs or capped mandatory programs (making them like the Social Services Block
Grant).

These proposals appear to be based on two basic premises: first, that “welfare
spending” is out of control and cannot be curtailed as long as the targeted programs
retain their entitlement status, and second, that block grants are needed to accord states
increased flexibility. In fact: 1) welfare spending is not one of the major factors in our
tong-term deficit problems; 2) if Congress wishes to cut the cost of these programs, a
block grant structure isn’t needed to do so; and 3) a block grant structure isn’t needed to
accord states increased flexibility. Major changes in our welfare system are needed to
promote work and personal responsibility and providing added flexibility to states
makes sense in a number of areas. But removing the entitlement status of the programs
would have profound consequences and, I fear, serious unintended effects.

As the Bipartisan Commission on Entitlements demonstrated, overall
expenditures for entitlements are growing faster than our ability to pay for them. If
action is not taken to address this problem, the nation will face serious fiscal difficulties
in the early decades of the next century. It is important to recognize, however, that the
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health care entitlements and Social Security are responsible for virtually all of the long-
term rise in entitlement spending as a percentage of the Gross Domestic Product (GDP).
Expenditures on programs like AFDC and food stamps are not driving the long-term rise
in entitlement spending that will bedevil the nation in the decades ahead. (See Figure 1)

. According to the Entitlement Commission’s estimates, between now and
2030, Medicare will rise from 2.4 percent of GDP to 7.9 percent. Medicaid
will climb from 1.3 percent to 3.1 percent of GDP, while Social Security will
rise from 4.8 percent to 6.7 percent.

. By contrast, the Commission projected that means-tested entitlements other
than Medicaid will not rise at all as a percentage of GDP after the year
2000. In fact, the latest CBO forecasts suggests they will decline a bit as a
percentage of GDP.

I would note that AFDC in particular (including cash benefits, emergency
" assistance, child support enforcement, Title IV-A child care, and “at-risk” child care)
constitutes 2 percent of entitlement spending and 1 percent of total federal spending.
When food stamp and Medicaid benefits for AFDC families are added in, the total rises,
but remains a modest share of overall federal spending at three percent.

On a related note, while some believe the AFDC system provides overly generous
benefits to recipients, the typical AFDC family of three receives between $8,000 and
$9,000 annually in cash and nutrition aid, or less than three-quarters of the poverty line.
While some AFDC families also receive housing assistance, most do not; three-fourths of
AFDC families do not receive any federal housing assistance.

In short, spending on means-tested entitlements is not driving the deficit, and the
benefits paid in these programs are not overly generous. When one looks at the
combined AFDC and food stamp package, there have been significant benefit declines in
recent decades. AFDC and food stamp benefits combined have fallen more than a
quarter in purchasing power since 1970. The combined benefit package has now
receded, in inflation-adjusted terms, to the level of AFDC benefits alone in 1960, before
the food stamp program was created. (See appendix for more complete discussion.)

Still, Congress may decide to reduce spending on these programs. If Congress
wishes to do so, it does not need to end the entitlement status of these programs. In
1980, 1981, and 1982, Congress made significant reductions in means-tested benefit
programs without removing their entitlement status. Congress altered the eligibility and
benefit rules in ways that saved substantial amounts. While reductions in benefits for
poor families and elderly and disabled individuals would not be without significant
consequences, Congress could follow this route again — and cut expenditures without
block granting these programs — if it wished to do so.

State Flexibility

There also is growing support for increasing state flexibility in the administration
of welfare programs; proponents of converting AFDC and other programs to block
grants often argue such a change is necessary to ensure states are given substantial
freedom to craft their own programs. Here, too, the basic premise is flawed; it is quite
possible to expand state flexibility within an entitlement framework. Many of the rules
currently governing these programs could be simplified or eliminated to give greater
leeway to states. Ironically, as I will explain later, block grant plans might even have the
perverse effect of constraining state flexibility because they are likely to leave states with
insufficient resources to pursue work-based welfare reforms.

While ending the entitlement status of programs such as AFDC, SSI and food
stamps is not necessary to reduce spending or increase state flexibility, this change
would eliminate a defining feature of the safety net erected over the past six decades to
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protect poor children, the elderly, and the disabled from destitution. The funding
structure of the safety net is designed to ensure that these programs expand
automatically to meet rising need such as during recessions. If the programs are
converted to discretionary programs or “capped entitlements” that receive a fixed
amount of funding each year, this critical feature would be lost. If funding proved
insufficient in a given year, states would be forced to cut benefits, create waiting lists, or
fill the gap entirely with state funds. A public assistance system structured in this
manner would provide some aid to the poor, but it could not truly be called a “safety
net.” As a tight-rope walker would attest, a system of protection that is only in place
some of the time offers little security.

II. Recent Proposals

Programs such as food stamps and AFDC are currently structured as open-ended
entitlements in part so they can respond to changes in need from what was expected at
the beginning of the year. Under an entitlement structure, if the economy slips into
recession and more families need food stamp assistance or AFDC, the programs
automatically expand to ensure that all eligible families who apply receive assistance.
Under both discretionary programs and capped entitlements, by contrast, states are
provided a fixed amount of money at the beginning of the year, and this amount does
not change if the economy grows weaker or stronger and need consequently rises or
falls. Similarly, if the number of elderly poor rises and more people apply for SSI, that
program automatically responds to this need but would not under the alternative
structures under consideration.

There are several proposals currently being discussed that would result in
eliminating the entitlement status of important means-tested safety net programs. Most
of the debate on the Personal Responsibility Act (PRA) thus far has focused on its
prescriptive provisions to deny basic income support to young mothers and their
children and to end benefits for all families after five years. The changes in low-income
programs set out in the Contract are, however, more sweeping. Several existing
entitlements — AFDC, SSI and the child support enforcement program — would become
discretionary programs and placed under a new outlay cap, which would also
encompass low-income housing programs and the “at-risk” child care program for
working poor families. These programs all would become subject to the annual
appropriations process and then would also fall under the overall discretionary caps.

Under this proposal, the money appropriated for AFDC, would be distributed to
states through the same matching-rate formula as under current law. If too little money
was appropriated in a particular year to match state costs, however, the federal
government at some point would stop distributing money for the program. In addition,
the food stamp and child nutrition programs such as the school lunch program would be
eliminated and a food assistance block grant would be established.

Proposals being advanced by some governors and Members also would convert
means-tested entitlement programs into discretionary programs subject to the annual
appropriations process. Instead of distributing the available funds through the current
state matching-rate formula, however, as the PRA would continue to do, the programs
would be converted to block grants.

Eliminating the entitlement nature of programs such as AFDC, SSI and food
stamps would have profound consequences. It also would cause some serious adverse
effects that its sponsors may not have foreseen.

. If programs such as AFDC, SSI, and food stamps are converted to
discretionary programs, it is likely that the funding reduction would be
much larger than anticipated because of decisions made in the
appropriations process. There has been discussion of block grants that
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freeze spending or cut funding by 10 or 15 percent. Over time, however,
the actual reductions would almost certainly be much larger than that.
When a discretionary block grant is described as being funded at a freeze
level, for example, this means that the appropriations ceiling for the block
grant is set at the freeze level. But the amount actually appropriated would
likely be below the ceiling, as is true for most discretionary programs.
Moreover, with Congress about to tighten the already-austere spending
caps that govern the total amount that can be spent on discretionary
programs (while raising spending on defense), domestic discretionary
programs are likely to be squeezed hard in the years ahead. Programs such
as AFDC (or a welfare block grant) that have weak political constituencies
would likely fare poorly in the intense competition for the shrinking pot of
funds available under the spending caps. Over time, the federal funds
provided to states are likely to decline substantially.

If too little money is appropriated for AFDC, SSI, or food stamps (or
similar block granted programs) funds could prove insufficient part-way
through the year. If the money for SSI ran out in July, what would happen
to a poor elderly person who applied for assistance in August or
September? Either that person would be refused assistance or put on a
waiting list, or the state would have to pay the full cost of that person’s aid.
Some poor elderly or disabled people could be left with no means to pay
for rent, utilities, or other basic necessities if the SSI program loses its
entitlement status.

Discretionary programs cannot respond to the increases in need that
occur during economic downturns. Under the current financial structure
for AFDC and food stamps, additional federal funds automatically flow
into states when a recession hits and more families apply for aid. For
example, between June 1990 and June 1992, as the national unemployment
rate jumped from 5.1 percent to 7.7 percent, the number of people receiving
food stamps rose by more than five million. If food stamps become a
discretionary program, additional federal resources would not be available
during a recession. A fixed amount would be allocated to a state at the
start of a year. If unemployment subsequently rose and funding for food
stamps or AFDC proved insufficient, states either would have to bear 100
percent of any additional cash and food assistance costs themselves or poor
households would be left without basic assistance.

An example of the problems this type of approach can create is provided
by a proposal developed by a group of Republican governors to replace the
current federal nutrition assistance programs with a block grant to states.
Under this proposal, the overall size of the block grant each year would
equal the amount expended in these programs in FY 1994, adjusted for
inflation. In addition, each state’s share of the total federal appropriation
would equal its share of federal food assistance spending in fiscal year
1993.

Had this proposal been enacted in 1989, federal food assistance funding for
states would have been 29 percent lower in fiscal year 1994 than it was under
the existing food assistance programs. States would have lost at least one-
fifth of their federal nutrition funding, and some states — such as Florida
and California -—— would have lost almost half. Between 1989 and 1993,
unemployment and poverty climbed substantially. The states in which
need rose the most rapidly would have experienced the most severe
shortfalls in funding.
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This would pose serious problems for states. State revenues shrink during
economic downturns, and many state programs are cut. If states are left
without sufficient federal funds for programs such as AFDC and food
stamps during a recession, states would be forced to choose between
raising taxes {or cutting other programs more deeply in recessions) to
address the mounting need, instituting across-the-board benefit cuts,
making some categories of needy families and children ineligible for the
rest of the year, or placing poor families that recently lost their jobs on
waiting lists for aid.

It is worth noting that if states instituted waiting lists, two-parent families
could be significantly affected. The subpopulation whose participation in
AFDC and food stamps rises most sharply in recessions is two-parent
families.

The loss of the automatic increase in federal funding during a recession
would weaken the national and state economies. The food stamp and
AFDC programs function as what economists call “automatic stabilizers”
— federal programs that moderate economic downturns by infusing more
purchasing power into national, state and local economies when recession
sets in. If these programs become discretionary programs or capped
entitlements and insufficient funds are available to meet the increased
need, the automatic stabilizer role played by these programs would be
significantly diminished or lost altogether. This is especially troublesome
in the case of the food stamp program, which is one of the most important
automatic stabilizers in the federal government’s recession-fighting arsenal.
Ending the entitlement status of these programs is therefore likely to make
recessions somewhat deeper and more protracted.

Block Grant Proposal Presents Additional Problems

The problems described above would affect any plan that ended the entitlement
status of safety net programs. Converting AFDC and food stamps into discretionary
block grants presents additional difficulties as well. These include the following:

A block grant structure would misallocate funds among states. Any
formula that could be used to allocate block grant funds among states
would be based on data for a year in the past; the formula would not be
able to reflect economic and demographic changes since that time. States
whose economies had grown robustly since the year in which the data
were collected would receive more funds than warranted, while states
where economic conditions had deteriorated would receive too little.

Of particular concern is the fact that during a recession, the hardest-hit
states would likely be subject to a “triple whammy.” First, there would
be insufficient federal funds flowing into the states, since the federal
funding level would not automatically rise with a recession. Second, the
allocation formula would not recognize the depth of the downturn in states
that had been hit hardest. Finally, the states hit hardest by the recession
would generally face large declines in state revenues and be among the
states least able to provide state funds to respond to the additional need the
downturn had created.

It would be problematic to develop a formula for allocating block grant
funds among the states. If the formula reflected current expenditure
patterns, it would penalize states with low benefit levels and risk locking
them into that status permanently. Moreover, if the formula gave each
state the same percentage of federal funds that it currently receives, this
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would fail to recognize the differences that will occur among states in
coming years in unemployment levels, rates of population growth,
demographic changes, and wages. If the formula attempted to adjust for
these factors, it would be out-of-date (as noted above), always reflecting
economic and demographic conditions several years eatlier.

Setting each state's share of block grant funds equal to its share of federal
food assistance spending in an earlier year would lead to large inequities
over time. This can be seen by looking at the distribution of federal food
assistance funds to states in fiscal year 1989 and fiscal year 1993. Suppose
the percentage share of funds each state received in fiscal year 1993 were
heid to the same level as in fiscal year 1989. What would have happened?
Even if the total amount of funds distributed nationally remained
unchanged, in 37 states the amount of funds they would have received
under the fixed approach differs by more than five percent from the
amount actually received. Delaware, for example, would have received 15
percent less in federal funds than it actually received; Florida would have
lost 29 percent of its funds; California would have lost 21 percent.
Meanwhile, Wisconsin would have been granted 19 percent more than it
received under current law, while Michigan would have received 13
percent more.

Capped Entitlements

Some have argued that structuring welfare block grants as “capped entitlements”
rather than discretionary programs would avoid the funding problems otherwise posed
by a block grant. Under a capped entitlement, states would be entitled to their
respective shares of a fixed amount of federal block grant funding each year. Low-
income families would nof be entitled to benefits; no additional federal funds would
flow into a state if the number of eligible families rose, such as during a recession.

Under a capped entitlement, a state’s federal funding would remain fixed for the
year just as it would under a block grant structured as a discretionary program. Indeed,
a block grant structured as a capped entitlement differs in only one respect from a
discretionary block grant. The capped entitlement status is thought to afford protection
against further reductions in block grant funding in the appropriations process.
Otherwise, the two approaches are identical. ‘

As with a discretionary block grant, the fixed amount of federal funding available
under a capped entitlement would be allocated among states in accordance with some
type of formula. All of the problems described above regarding allocation formulas
would hold true here as well. Some states would receive too much, while others would
get too little, especially when their economies turned down.

It is also not clear how much protection a capped entitlement structure provides
from reductions in the appropriations process. Under federal budget rules,
appropriators can lower the appropriation ceilings on capped entitlements and use the
savings to meet the discretionary spending caps or fund other discretionary programs.
While such action has not frequently been taken in the past, it could become a more
inviting route for appropriators in the future as the discretionary caps tighten. In
addition, appropriators could simply appropriate less than the capped amount. This has
happened in the past with the Social Services Block Grant.

It is of note that low-income programs that are capped entitlements have been
subject to larger funding reductions in recent years than have low-income discretionary
programs. For example, the Social Services Block Grant, converted in the early 1970s from
an open-ended entitlement to a capped entitlement, has fallen about 60 percent since then,
after adjusting for inflation. Total appropriations for all low-income programs that are
capped entitlements have declined nearly 20 percent since 1981, after adjusting for inflation.
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By contrast, total appropriations for low-income discretionary programs have declined seven
percent over this period in inflation-adjusted terms.’

“Means-Tested Outlay Cap” Would Lead to Large Cuts in Means-Tested Programs

In addition to ending the entitlement status of key means-tested programs, the
Personal Responsibility Act would place a new cap on aggregate expenditures for
several of these programs, including AFDC, SSI, the child support enforcement program,
and the “at risk” child care program for low-income working families.

The cap governing these programs would be set at a level well below what the
programs would cost under current law: total spending on the capped programs would
need to be cut by almost $26 billion between 1997 and 1999 to fit within the cap. If the
cuts were distributed proportionately across the capped programs, SSI alone would be
cut $10.5 billion in this three-year period, including a cut of $5.1 billion, or 15 percent,
just in fiscal year 1999. To achieve these cuts, it would be necessary to reduce benefits or
deny assistance to eligible individuals.

It is worth noting that the PRA’s outlay cap differs in an important way from most
previous proposals to cap entitlement spending. Earlier plans proposed to place a cap
on total spending for all entitlements or all entitlements except Social Security. The
provision in the PRA is unique in that its cap excludes entitlements not targeted on the
poor and places under the cap only programs for those at the bottom of the income scale.
This proposal seems particularly inappropriate given that means-tested entitlements are
not driving the overall increase in entitlement spending.

HI.  Increasing State Flexibility Within an Entitlement Framework

The PRA imposes significant new requirements on states — such as creating 1.5
million work slots for AFDC recipients by 2001 — while providing fewer resources.
Some recent proposals to block grant AFDC and the food programs are viewed as an
alternative to the numerous prescriptive requirements in the PRA —a means of
providing states with greater flexibility in designing and implementing welfare
programs. It is a mistake, however, to think that converting entitlement programs into
discretionary programs is the only means to expand state flexibility in designing welfare
programs. Providing states with enhanced flexibility within an entitlement structure
would avoid the drawbacks of block grants.

The Shape of a Redesigned Federal-State Partnership

If the federal-state AFDC partnership is to be redesigned to give states greater
flexibility within an entitlement framework, policymakers at both levels of government
will need to engage in a serious debate about the appropriate role of the federal
government in the new system.

The federal government could pare back the AFDC requirements currently
imposed on states. For example, states could be free to develop their own rules
concerning matters such as how income is treated when determining AFDC eligibility
and benefit levels; reporting requirements; treatment of vehicles, lump sum payments,
and other resources; and budgeting rules.

! This excludes subsidized housing programs which are an anomaly. Appropriations for subsidized
housing programs have fallen substantially since 1981, but actual expenditures for these programs have
risen substantially over the same period. This seeming contradiction reflects the unique features of the
fiscal structure of the housing programs.
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In addition, the federal government could require states to provide services that
help able-bodied welfare recipients move toward self-sufficiency and to operate tough
child support enforcement programs to ensure that absent parents fulfill their
obligations. States should have substantial freedom to design the specific contents of
these programs. They also should be allowed to impose reasonable obligations on
recipients — for example, to participate in education, training or work programs and to
cooperate with child support enforcement agencies — and to assess reasonable penalties
when recipients fail to meet these expectations.

In a limited number of areas where a pressing national problem exists and
research has identified a promising approach, the federal government might require that
states follow a particular model {as long as sufficient funding is made available). For
example, it may be appropriate for the federal government to require that teenage
parents on welfare be required to live with responsible adults and to attend school if
they have not obtained a diploma.

Other than in these areas, few federal rules need apply. The federal government
would establish some basic rules — such as that recipients who are willing to work and
meet all requirements receive either cash assistance or a work slot and that poor children
not be denied assistance. The federal government also would continue to match state
benefit expenditures, as it now does; the individual entitlement structure of the program
would be maintained.

Finally, federal funds should support research and evaluation activities to identify
effective program strategies and technical assistance to ensure that states can apply
lessons from the research.

Granting states broad flexibility within an entitlement structure would likely
provide states greater flexibility than a block grant. Under a block grant, if a state
received significantly less federal funding than it would if the program remained an
entitlement, the state could be forced to curtail innovative work or self-sufficiency
programs. ‘Suppose a recession hit and a state’s caseload climbed. To provide basic
benefits and keep families from becoming destitute a state could slash spending for work
programs or cut back other initiatives designed to promote self-sufficiency. Although
states could choose to deny aid to eligible families (since the programs would no longer
bear entitlement to individuals) states may be unwilling to deny basic support to a
family that, without the assistance may be unable to pay rent. In short, if states receive
limited federal resources under a block grant structure, they may be unable to
implement many of the initiatives for which they have sought permission through the
waiver process — such as expanded earnings disregards so AFDC families can keep
more of their earnings when they go to work, more realistic asset rules that former
Secretary Kemp (among others) has advocated, and expanded work programs so more
families may be subject to work requirements.
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APPENDIX: Welfare Spending

Recent arguments that federal “welfare” spending is both excessive and
ineffective have sometimes relied on a few highly publicized but questionable assertions
— that the federal government has spent $5.3 trillion on “welfare” programs since 1964
without decreasing poverty and that the typical AFDC family receives $15,000 in benefits
per year. This Appendix examines these assertions about welfare spending in detail. It
focuses on three issues: 1) the current level of spending on programs targeted to low-
income people and the extent to which these programs conform to the popular definition
of “welfare”; 2) the total amount that has been spent on low-income programs during the
past few decades and the effect of this spending; and 3) the benefits received by the
typical family on AFDC.

L Total Spending on Means Tested Programs

According to the Congressional Research Service, the federal government spent
$208 billion on programs that target their benefits or services on low-income people in
1992. This represented 15 percent of federal outlays. These programs included cash
assistance, medical aid, nutrition assistance, education funding, housing assistance, job
training, and energy aid. The largest component of the federal spending on low-income
programs was medical aid, mainly composed of Medicaid. Medical aid comprised 38
percent of federal spending on means-tested programs and grew at a faster rate between
1990 and 1992 than any other component of low-income programs. Non-medical related
spending on means-tested programs totaled $129 billion, or nine percent of total federal
spending.

While the CRS list provides usefu] information on expenditures for low-income
programs, the programs included in its analysis go far beyond the popular image of
“welfare.” The list includes numerous programs that provide services, not income
assistance, to low income people. Programs such as job training through the Job
Training and Partnership Act JTPA), and Head Start do not provide cash, food, housing,
or similar aid that help poor families purchase basic necessities.

It also is important to recognize that many of the programs on the CRS list serve
low-income families, households and individuals who do not receive AFDC. In fact,
many of the recipients of these programs have incomes above the poverty line. For
example, the earned income credit will provide benefits to families with children whose
incomes fall below $28,600 in tax year 1996. Similarly, the Supplemental Feeding
Program for Women, Infants and Children (WIC) provides nutrition assistance to
recipients whose family incomes equal up to 185 percent of the federal poverty line.

Low-Income Entitlement Spending

As Table 1 shows, in 1994 the federal government spent $177 billion on means-
tested entitlement programs.” Table 1 also shows (for programs where such data are
available) the percentage of spending in each program that goes to families receiving
AFDC and to elderly and disabled people. Of note:

. Only 18 percent of Medicaid spending — the largest means-tested
entitlement program — goes for health care for AFDC recipients. The
average cost of Medicaid services for a child receiving AFDC is only about
one-quarter the cost of caring for an elderly Medicaid recipient and about
one-seventh the cost of caring for a disabled individual.

2 Congressional Budget Office, “The Economic and Budget Outlook: Fiscal Years 1996-2000, A
Preliminary Report,” January 1995.
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4 Spending on AFDC (including AFDC benefits, emergency assistance, child
support enforcement, Title IV-A child care, and “at-risk” child care), food
stamp benefits for AFDC families, and Medicaid spending on AFDC
families totaled about one-quarter of means-tested entitlement spending
and about 6 percent of all entitlement spending.

. The proportion of total means-tested entitlement spending that represents
spending on low-income elderly and disabled persons is much higher,
about 46 percent.®

Thoughtful reform is needed to control the costs of entitlement spending. Itisa
mistake, however, to look at non-medical means-tested entitlements such as AFDC, food
stamps, and SSI as the culprit for rapid entitlement growth.

II. What Does It Mean That We've Spent “$5 Trillion” on “Welfare Programs”
Since 1964?

In testimony submitted to this Subcommittee on August 1994, Robert Rector of the
Heritage Foundation stated that “Since the onset of the War on Poverty, the U.S. has
spent over $5.3 trillion on welfare. But during the same period, the official poverty rate
has remained virtually unchanged...”

To come to a figure of $5.3 trillion, “welfare spending” has to be defined in its
broadest terms to include any means-tested program, including programs that confer a
significant amount of benefits on families above the poverty line. As noted earlier, such
a definition goes far beyond the common conception of “welfare.” Furthermore, when
considering what such a figure means, it is important to place it in context.

. Total federal spending over the past thirty years had totaled more than $31
trillion (in 1993 inflation adjusted dollars) while total GDP over that period
has equaled almost $143 trillion.*

. Even if one accepts Mr. Rector’s definition of “welfare spending,” his
figure suggests that 16 percent of total federal spending — and 4 percent of
total GDP — over the past 30 years has been spent on means-tested
programs.

. Combined federal spending since 1964 on AFDC, Medicaid, SSI, and
nutrition programs that are entitlements totaled about $2 trillion. While
this is a large dollar amount, it amounts to less than 1.5 percent of total

® Data for the Food Stamp Program are from Characteristics of Food Stamp Households, Summer 1992 issued
by the U.S. Department of Agriculture. Data for Medicaid are from “Medicaid Expenditures and
Beneficiary Trends, 1988-1993" by John Holahan, David Liska, and Karen Obermaier. The Food Stamp
data do not indicate the amount of food stamps that go to elderly and disabled individuals. Instead, the
data indicate the value of food stamp benefits that go to households including an elderly or disabled
person. Thus the full value of food stamp benefits going to these families are included in this calculation
leading to a somewhat higher estimate. However, the estimated proportion of food stamp benefits going to
elderly and disabled persons represents only 4 percent of the estimated total value of benefits going to
elderly and disabled people. It should be noted that benefits going to elderly and disabled people are not
wholly independent of benefits going to AFDC families. An AFDC family could include a member who
receives SSl. In such a case, that family member would not be included in the AFDC unit and, therefore,
would not actually be an AFDC recipient, but the family would receive income from both the AFDC and
SS1 programs.

4 In this section, all dollars are presented in 1993 dollars using the GDP implicit price deflator. This year
was selected so that the numbers would be comparable to those used in Robert Rector’s August 1994
testimony.
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Gross Domestic Product (GDP) and about 6.6 percent of total federal
outlays over that period.’

. Spending on AFDC alone over the past 30 years has totaled less than 1.5
percent of federal outlays during this period.

It bears noting that the Heritage Foundation suggests this spending has been of
little worth because the official poverty rate has remained unchanged since the War on
Poverty began. This statement is problematic for several reasons.

First, a large fraction of this spending consists of programs that assist families
without increasing their cash incomes. Since non-cash benefits are not counted in
measuring poverty, the effects of these programs obviously cannot show up in the
poverty statistics. This therefore provides no evidence that such programs are
ineffective. For example, programs like food stamps help families purchase food but do
not reduce officially measured poverty. Medicaid also does not show up in the poverty
statistics.

Moreover, programs like Medicaid are not designed to foster self-sufficiency, and
enable people to work their way out of poverty. It is designed to serve other purposes.
Medicaid does not provide skills training for recipients; rather, it provides health care
coverage for many people who could not otherwise afford it. It should not be expected
to reduce poverty rates.

Also of note, some programs that do provide cash assistance provide benefit
levels so low that they reduce the severity of poverty but do not lift households out of
poverty. The average AFDC family of three receives maximum benefits equal to 42
percent of the poverty line. Similarly, federal SSI benefits, by themselves, are too low to
lift a family from poverty. In 1993, federal SSI benefits for an individual equalled about
75 percent of the poverty line and about 90 percent for a couple.

In addition, it is not accurate to portray the poverty rate as remaining “virtually
unchanged” since the War on Poverty began. When strong economic growth leading to
real wage growth across the income distribution was coupled with more generous
antipoverty programs, poverty did respond. Between 1964 and 1973, the poverty rate
fell from 19 percent to 11 percent, and the number of poor dropped by more than 13
million people.

Since 1977, however, the poverty rate has drifted upward. In 1977, some 11.6
percent of the population was poor. In 1993, the poverty rate stood at 15.1 percent. The
years 1977 and 1993 are appropriate years to compare because they came at similar
points in the economic cycle.

The major factor behind the upward drift in poverty appears to be fundamental
shifts in the economy, not excessively generous anti-poverty programs. During this
period, falling wages and declining job opportunities for lower skilled workers
contributed to rising poverty rates.

. In 1979, some 12.1 percent of full-time year-round workers earned too little
to lift a family of four out of poverty (1977 data are not available). By 1993,
some 16.2 percent of these workers had earnings this low. The average
hourly wages for non-supervisory jobs also fell by 14 percent from 1977 to
1993, after adjusting for inflation.

* For AFDC spending the Congressional Budget Office mandatory spending category entitled “Family
Support” was used for this calculation. The Family Support category includes AFDC cash payments as
well as the child support enforcement program, emergency assistance, child care expenditures for AFDC
recipients, and the “at-risk” child care program that provides child care subsidies to low-income working
families.
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. Similarly, in 1993, the proportion of families with children in which the
head of the household worked but the family was still poor stood at 11.4
percent; by contrast, in 1977, some 7.7 percent of such families were poor.

In addition to declining labor market prospects for those at the bottom of the
income spectrum, changes in family structure have contributed to the increase in
poverty. Female-headed families were both a larger proportion of all families and of
poor families in 1993 than in the late 1970s. At the same time, however, the effect of the
growing number of female-headed families on poverty trends in the past 20 years is
sometimes exaggerated. During this period, the average size of female-headed families
became smaller and poverty also increased among two-parent families. As a result of
these and other trends, the proportion of poor people living in female-headed families
has remained fairly steady since the late 1970s. Census data show that 37.2 percent of all
poor people lived in female-headed families in 1977. In 1993, some 37.3 percent did.

A weaker safety net also has contributed to the rise in poverty for some groups.
In 1993, fewer than one in every seven children who were poor before receipt of
government benefits were lifted from poverty by these benefits.® In 1979, nearly one in
five children who were poor before receipt of benefits were lifted from poverty by them.
(These data are not available for 1977.)

[11. What is the Value of Benefits Provided to AFDC Families?

The Heritage Foundation and others have claimed that AFDC families receive
benefits totaling $15,000. The income most recipients have to meet their basic needs,
however, is in fact, considerably lower.

. In 1994, the average AFDC family of three was eligible for a maximum of
$415 per month, or $4,980 per year, in cash assistance.” Nearly three-
quarters of all AFDC families included three or fewer members.

. Most AFDC families also receive food stamps. A family of three that
received $415 in AFDC benefits would receive about $249 in food stamps.®

. Together, an average AFDC family of three receives a total of $664 per
month or $7,968 per year in food stamp and AFDC benefits. This
represents two-thirds of the poverty line.

AFDC recipients do, however, receive other benefits and services in addition to
food stamps. Most notably, AFDC recipients are “categorically eligible” for Medicaid.

Medicaid provides an important service to AFDC families. However, it is
inappropriate to count Medicaid costs as “income” for families on AFDC. Medicaid
payments go to doctors and hospitals, not AFDC recipients, and cannot be used to meet
basic expenses such as food, shelter and clothing. Furthermore, a family that has

® This decline in the proportion of children raised from poverty by government benefits is likely to reflect
the combined effect of benefit reductions and wage erosion. Declining wages left many working families
with children further below the poverty line, thus reducing the chances that the combination of wages and
government benefits wauld lift them to the poverty line.

7 This was calculated by taking the weighted average of the maximum AFDC benefit levels for a family
of three in each state in 1994. The number of AFDC families with three members in each state in 1992 (the
last year for which the data are available) was used as the weight. The median maximum AFDC benefit for
a family of three was a very similar $420.

8 This was calculated using the average shelter deduction for food stamp households that also receive
AFDC.
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numerous medical problems and, therefore, produces higher Medicaid costs for the
government does not have more “income” with which to pay rent than a similar family
receiving AFDC that does not have such high medical expenses. Including Medicaid in
the calculations of the income available to AFDC recipients would be inconsistent with
how other health assistance is described; most do not consider the value of their
employer-provided health care coverage when stating their income level; and few favor
including the value of such coverage in their taxable income.

In addition to Medicaid, some AFDC families receive assistance through the
Women, Infant, and Children Supplemental Feeding Program (WIC), the School Lunch
Program, and subsidized housing. Unlike Medicaid (which provides medical
insurance), these programs are more like cash assistance — they help families meet
monthly budgets. But benefits in WIC and the school lunch program are modest. And
while housing benefits are larger, most AFDC families do not receive them. Only one
quarter of AFDC recipients receive housing assistance.

The three-quarters of families receiving AFDC who do not receiving housing
assistance must pay for food, clothing, shelter, and transportation with a family income
that averages between $8,000 and $9,000 per year for a family of three, depending on
whether the family receives WIC and free school meals. When the amount AFDC
families that receive housing assistance appear to save on housing costs is factored in,
even these families remain below the poverty line.’

An average AFDC family of three that receives housing assistance pays about $100 per month for
housing related costs while the average U.S. household with income of between $5,000 and $10,000 spends
$345 per month on housing. Thus, at first glance the housing assistance appears to effectively increase the
family’s income by $245. However, because food stamp benefits are partiaily determined by a family’s
housing costs, the food stamp benefits of a typical AFDC family of three that receives housing assistance
would be reduced so that the housing assistance effectively raises an AFDC family’s income by $206 per
month.



FIGURE 1
FEDERAL ENTITLEMENT SPENDING AS A PERCENT OF THE ECONOMY
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Mr. SHaw. Thank you, Mr. Greenstein.

Does anyone on the Republican side care to inquire?

Democrats? Mr. Ford. X

Mr. Forp. Thank you very much, Mr. Chairman. -

Mr. Greenstein, we have heard testimony from Governors here
today and we had a couple of Governors—three Governors before
the Full Committee yesterday, and Governors are suggesting that
they would be able to maintain their stake in that program and ex-
pand the welfare-to-work initiatives with the funding allowed
under the block grant structure.

And I have listened to your testimony. It is clear that you dis-
agree with that and with the Governors’ suggestion here with the
program. That is not to say that you dont fully support moving
people off of welfare into the work segment and, especially possible,
the private sector.

Job creation and job opportunity you would be a strong advocate
for that, but disagree with what the Governors are suggesting that
there be a safety net for the poor.

Mr. GREENSTEIN. Mr. Ford, I am not an advocate of the status
quo in the welfare system. I strongly support moving people off of
welfare into work and I strongly support more flexibility in many
areas for the States.

But I have been talking myself directly to some Governors as
well as to their staffs and there are many of both parties who are
very fearful of what would happen in a recession if these programs,
AFDC, especially food stamps, were blocked and could not respond
to the increase in need in a recession.

Let me be very clear, if you take a program like food stamps and
even AFDC, the increase in need during recession is not primarily
from people who are long-term poor, who are sometimes described
as members of the underclass. I am talking about working families
that in normal years aren’t on welfare. They lose their jobs. They
temporarily need some assistance and they get back on their feet
and get off.

Those are the last people we should want to shut out and if you
have a block grant in a recession, a State is forced to choose be-
tween cutting everybody across the board, instituting waiting lists,
and those people can’t get on, or raising taxes in the middle of the
recession.

We did what I think was a few years ago widely regarded as the
leading study on what did States do to respond at the State level,
State budgets to respond to the recession in 1991 and 1992. And
what we found was whether the Governor was Republican or Dem-
ocrat, liberal or conservative, all Governors—in most States they
were so tightly squeezed in the recession because States have to
balance the budget in the recession and the revenues decline, that
there were large and disproportionate reductions in aid including
for the working poor and the homeless in many States during the
1991 and 1992 recession because they couldn’t make ends meet.

And one of the things that helped those Governors was at least
the Federal funding for things like food stamps and AFDC was
there to help meet the additional need during recessions. If we pull
that out from Governors, I believe that some of the very Governors
who were here before you this week calling for block grants will
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come back begging for help in the next recession. And if we have
a balanced budget constitutional requirement and various caps, it
is going to be very difficult to reverse gear at that point.

So that is why I am saying I am not calling for more money or
less flexibility. Under the current structure, they go up in reces-
sion, they go down in recovery. That makes sense.

Mr. FOrRD. Well, Mr. Rector talked about the $5 trillion and
which you addressed somewhat in your opening statement on Fed-
eral poverty programs since the sixties, since the seventies, rather.
Can you elaborate a little bit more on some of the programs, be-
cause I have a list of the programs that Mr. Rector made mention
of and what we are really talking about is block granting the wel-
fare program under the Contract With America, i.e., food programs
for non-AFDC recipients, that apply to the elderly, housing assist-
ance, other means-tested educational programs, the Pell Grant Pro-
gram, and financial aid programs for college students as well.

Would you just elaborate briefly. My time is almost expired.

Mr. GREENSTEIN. Let me just say, $5 trillion is a large number.
Now, total Federal spending, this covers so many years, was over
$30 trillion during that period. Mr. Rector’s figures account for less
than a sixth of Federal spending during that time. And they in-
clude things like SSI for the elderly and disabled which has helped
reduce poverty there. They include things like food stamps.

If we were to count food stamps in determining who is poor as
though it were income, the poverty rate would be lower. We don't
count it so it is not fair to say that food stamp spending went up.
Medicaid spending went up. Poverty income didn’t come down.
They don’t count when we measure who is poor and who is not.

But the evidence is pretty clear that there has been a significant
reduction in the gap in nutrition between the poor and the rest of
society as food programs expanded. There is a lot of research indi-
cating that Medicaid has contributed to reductions in infant mor-
tality and better prenatal and pediatric care. That doesn’t mean to
say they are perfect programs and can’t be reformed.

I am just saying we can’t simply say there is still poverty. There
is a dollar figure. If you look—two quick figures. Female-headed
families, very serious problem. But 15 years ago or so, 37 percent
of all poor people lived in female-headed families. Today, 37 per-
cent of all poor people live in female-headed families.

The figures that stand out more is the proportion of people who
work but make wages that don’t lift them above the poverty line.
Here we have another anomaly. The earned income credit, help the
working poor, so we don’t count that in measuring poverty. So we
can’t really say here is all this money we spent but poverty didn’t
go down when we spent money in part for programs that we don’t
count when we determine who is poor, but that really did help in
things like nutrition and health care.

Mr. SHAW. OK. Mr. Rector, would you like to comment?

Mr. RECTOR. I would love to comment on this. The fact of the
matter, I have written for many, many years on precisely the er-
rors in the measurement of poverty and Mr. Greenstein is now
trotting out to defend the welfare state. It is the liberal establish-
ment in Washington that is resisting making those very changes in
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the measurement of the poverty which Mr. Greenstein is now say-
ing are needed.

In fact, you could go back and find a series of papers in which
Mr. Greenstein attacks me for making exactly the points which he
just made right now. I would say if we went back to the chart that
I had and showing the change in the official measured poverty rate
which has been created and sustained by our government, the
chart shows the official poverty measure which is broadcast to the
American people, and this is the one which everyone in basically
and most liberals in Washington insist that this is the gospel truth.
Looking at the chart, the record is very, very clear.

I would say that basically, though, putting the caveats that Mr.
Greenstein puts on there, there is some validity in those caveats,
but what the chart really measures is the ability of people to sus-
tain themselves. What you see is that prior to the war on poverty,
people were conquering poverty through their own work and earn-
ings and initiative and the poverty was falling very rapidly. As
soon as the war on poverty begins, all of that self-sustained and
self-initiated progress against poverty comes to a stop and the pov-
erty rate starts to go in the other direction.

That is because, in welfare, as in most other things, you get what
you pay for and the current welfare system pays for nonwork, and
nonmarriage. It is an insidious system in which the more you
spend, the more clientele for the programs you create. There is no
way under this system that you can spend your way out of poverty.
The more you spend, the more you erode the work ethic, the more
out-of-wedlock births you have, the more people in apparent need
of aid that you generate.

So you are caught in a spending trap under the current situation,
particularly with regard to the collapse of the family. The more you
spend, the more out-of-wedlock births you have, the more young
mothers who cannot sustain themselves without government assist-
ance. That is what is most directly reflected in that chart.

I would also comment about his allegation that welfare spending
will not go up as a percentage of GDP. The figures I gave came di-
rectly from CBO. When you put in all of the welfare state, includ-
ing Medicaid, the fact of the matter is that it will rise to 6 percent
of GDP, $550 billion by the end of the century. The welfare state,
meaning cash, food, housing, medical care and social services that
are means tested and for the poor is in fact rising as fast as any
other category in the budget. It is rising as fast as Social Security
and Medicare combined. It is a very rapidly growing figure. Those
figures are directly from CBO.

The simple fact of the matter is that this is an enormously ex-
pensive system and it is important to look at the whole system. It
is always easy as we did during the eighties to take one of these
175 programs and show that it didn’t grow as fast as baseline and
then claim, oh, Reagan has slashed the safety net. To claim we are
cutting spending, when in reality the spending in aggregate is ex-
ploding because 174 other programs are growing rapidly. This is
what happened in the eighties.

I woulcf also say that there seems to be an underlying theme
here that what causes spending to go up is a recession. Look at
that chart. Even after adjusting for inflation, the welfare state
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went up almost every single year with one exception. It is not a re-
cession that is making spending go up. It is the fact that you have
one program piled after another. You have enlarging entitlements
that are taking an ever larger share of the population. We now
have 1 out of 7 children on AFDC, 1 out of 10 people in the United
States on food stamps. We are bringing more and more of the U.S.
population under the umbrella of these antipoverty programs.

Mr. SHAw. I can readily see why you are seated at each end of
the panel. Mr. Horowitz, would you comment on one thing for me
please, and that is what would the effect of continuing this as an
entitlement be if we have a balanced budget amendment. It seems
to me in just looking at this that they are inconsistent, that you
can’t put these programs on autopilot if you are going to be con-
strained by a balanced budget amendment.

Mr. Horowitz. Well, as I have indicated, Mr. Chairman, when
government and spending is on autopilot, it is a threat not just to
the welfare system but to democracy as a whole, for spending to
grow as it does when government grows by itself untouched by
human hands.

But the point I want to make, Mr. Chairman, is, yes, it is a fiscal
nightmare to have entitlements exploding. But I think the larger
point is the point that Mr. Rector made. Which is that exploding
welfare spending has created terrible consequences, and that its
record over the last 30 years would be terrible even if we had had
all the money in the world.

So I think it is wrong to put welfare on an entitlement basis. You
become democratically irresponsible to put it on an entitlement
basis. It is wrong in dealing with policy-sensitive welfare people,
entirely aside from the fiscal issues, to allow the program essen-
tially never to change and have clear bias against change. And the
more we have entitlements, which are focused in particular com-
mittees, the more we also have the “tragedy of the commons” which
my prepared remarks addressed.

Each committee has to worry about its constituency and its pro-
gram and overall spending is not looked at by a single committee.
That has been the cause of fiscal tragedy over the last 20 years.
In fact, it was a tragedy between the 1890s and 1921. Until we got
budget acts, each single committee had its own programs and its
own appropriations and each agency submitted its special budget
to those committees. That is an entitlement world, in effect. I could
cite from Woodrow Wilson’s State of the Union speech where he
said that kind of government is utterly destructive. And the special
committee which looked at the Budget Act in 1919 said, look, indi-
vidual committees of Congress, you are going to lose some power
but there is a common good here.

So I think in any world, but particularly in a world of the bal-
anced budget amendment, we have got to look aside from entitle-
ments. Entitlements are bad. But they are the worst in welfare
where we need to take a fresh look every year to see how those pro-
grams are doing, so as to make the shifts operate with as much
flexibility as possible.

Can I make one other point to Mr. Greenstein.

Mr. SHAW. Yes, please.
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Mr. Horowitz. I think implicit in what Mr. Greenstein is also
saying is unless you have it on autopilot, why nasty legislators will
kick the poor at their hour of worst need. The record is precisely
the opposite of that. I have seen you in debates in less formal set-
tings than this, Mr. Greenstein; you didn’t come far from making
that point.

Mr. SHAW. Let the record reflect Mr. Greenstein is protesting
your statement as you testify.

Mr. Horowitz. The record, as one looks at it, discretionary
spending on low-income programs has gone up as rapidly on an-
nual budget appropriations as have entitlements. Every Member
here sees it——

Mr. SHAW. Mr. Horowitz. I think you have more than responded.

Mr. English. Mr. Ford.

Mr. ForDp. Mr. Chairman, is it possible to give Mr. Greenstein
just a second or two to respond to the other two witnesses.

Mr. SHAw. I think they were responding to him. If you would like
to proceed 1 minute, Mr. Greenstein, I am sure that the others will
allow some time for that purpose. Now, let us go on in the orderly
process because I used my time to give Mr. Rector time to respond,
and I am sure some of the Members will be equally generous. If
they are not, I will make time at the end of all the questions.

Mr. English.

Mr. ENGLISH. Thank you, Mr. Chairman.

Dr. Olasky, prior to the evolution of the modern welfare state,
what was the approach taken to work illegitimacy and other issues
of moral behavior by those who ran charitable institutions that pro-
vided services to the indigent?

Mr. OLaskY. Well, they understood that just material help would
not do it, they had to challenge people on values, that at times life-
styles had to change. They did not believe in one size fits all. They
realized that you take a couple of people with the same material
circumstances, one may need a pat on the back and some encour-
agement and material help, another may really need a push. And
fo they had different behaviors for different types of value prob-
ems.

Mr. ENGLISH. Thank you.

Mr. Horowitz, in assessing a variety of proposals to return fund-
ing and program authority to the States, some have expressed the
concern that Governors may not pass on funds and flexibility to
cities and counties. In your view, what steps can be taken to pre-
vent this?

Mr. HorowiTz. Well, I think it is going to be a subject of very
sticky negotiations, but I would say this: One of the real
handmaidens over the years of the collapse of federalism have been
the big city mayors who found it easier to come to Washington and
bypass the States. I think this has been destructive to the flexibil-
ity of the system as a whole.

I also think that mayors may have had a point 20 years ago
when State governments were less professional than they are
today. So I do think that a level of protection may have been nec-
essary, but I would say that, on the whole, I trust the States to be
fair arenas in which the cities can give as good as they get, duking
it out with other groups.
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I think we also now have a welfare program not going to the
poor, the Great Society welfare programs are money that goes to
the rich people who deliver services, so they have got plenty of
muscle as well to have their program needs met. I think States can
handle the matter. I would say maybe some measure of municipal
protection, but nothing of the sort that was talked about 10, 20
years ago. Let the States be the battlegrounds and I think all sides
can favorably be heard.

Mr. ENGLISH. Thank you. Mr. Horowitz, in your testimony, you
made some interesting points. After you had been in the Federal
Government, the Congress had a tendency to take block grant pro-
grams and then gradually add entitlements to them and there was
kind of an entitlement creep.

I was wondering if you could amplify on that and also expand on
your view of why there should be a procedural point of order
against new entitlements built into any welfare reform proposal
that is passed.

Mr. HorowiTz. Mr. English, I may have misspoke. I didn’t mean
it is an entitlement creep, I meant it is a categorical creep.

Mr. ENGLISH. I am sorry, that is what [ meant.

Mr. HorowiTz. What happened, we took lots of programs, we put
them into block grant programs, we reduced the regulations on
those programs. As I remember, we battled. Indeed we had the bat-
tle, as I said, with the Governors to reduce the Federal regulations
in some cases from thousands of pages to handfuls of pages. We de-
clared a revolution achieved. There was a hiccup period, that is all,
and then before long, Members of Congress wanted to start their
own new categorical programs.

Committees got bored not having action and not doing new
things, so we began to recategoricalize once again on top of the
block grants. That is the sort of thing I think we need to avoid. We
cannot have block grants of our existing, overlapping programs
that Rector has talked about, and then declare victory. Because, if
history is any guide, in 10 years we will have 300 new ones. And
I think if we make the judgment to devolve these areas into the
Stateslé we ought at the Federal level to have real ways of making
it stick.

Mr. ENGLISH. Thank you. Thank you, Mr. Chairman.

Mr. SHAW. Thank you.

Mrs. Kennelly.

Mrs. KENNELLY. A question. We are going to be right back here
next week with hearings on welfare reform so we are going to begin
with the marriage penalty. And Mr. Greenstein, because of the
work you have done on the earned income tax credit, could I ask
you to comment on the Speaker’s request that the Congress should
trydto‘7 eliminate the marriage penalty in the earned income tax
credit?

Mr. GREENSTEIN. Well, I think this is a worthy thing to look at
and clearly we need to look at marriage penalties wherever they
exist, but I think we need to be very careful and this is a com-
plicated situation.

If you have a program that is means tested, people above a cer-
tain income level, aren't eligible, then you automatically have cer-
tain kinds of disincentives in it. As your income goes up, your bene-
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fit goes down. Two people marry, their combined income is higher.
You work more and you earn more, your benefit goes down.

A question that we always have to face in a means-tested pro-
gram is how to design it to control costs and minimize disincentives
at the same time, and sometimes those things are in conflict. If you
take the earned income credit, there is a part of the earned income
credit income spectrum where there is a marriage penalty.

But the example the Speaker gave is one that would apply in
that extreme form to only a very small number of cases. His exam-
ple involved a mother with two children and a father who is the
custodial parent who himself is living with two children, they are
both at about $11,000 a year and the question is whether they
married. For them, yes, there is a significant marriage penalty in
the earned income credit but there aren’t very many cases like
;ha}f. As you know, most children live with their mothers not their

athers.

There is a part of the earned income credit structure where there
is a marriage benefit now where it rewards marriage. Here is
where you have a welfare mother with children and she doesn’t
work. There is a guy she is seeing who is a low-wage worker and
he doesn’t have children.

If she marries him, she loses her welfare and she loses Medicaid
for herself and perhaps for some of her children. That is a disincen-
tive to marriage. That is a problem with the welfare system today.
The earned income credit helps because when she marries him,
while she loses her welfare, they as a married working couple with
ghildren are now eligible for the EITC and it offsets the loss in wel-

are.

Who am I more worried about? The two single parents, one male,
one female. They each have two kids. They are going to marry each
other. They are both working and they earn $11,000. Or that wel-
fare mother I want to get off welfare. The area where it is a mar-
riage bonus is at least as important as the area where it is a mar-
riage penalty, so it is complicated.

But there is one other key point. How would you reduce the mar-
riage penalty in the EITC? There is really only one way to do it
that I know of at this point. You would have to significantly lower
the earned income credit for single parents and raise it for two-
parent families. What that would mean is that while you would be
reducing the marriage penalty, you would be reducing the work in-
centive, too. You would be reducing the incentive for a mother to
work her way off welfare because that single mother on welfare, if
she worked and got off of welfare, she would get a much smaller
EITC than she is eligible for today. We want to make her better
off if she works than if she is on welfare. This would go in the
wrong direction. We ease one disincentive, we increase another dis-
incentive.

And there is one final problem. If you raise the EITC for fami-
lies, married families, you have to raise the income limit at which
they qualify for the EITC. If you give them a bigger EIC and you
keep the income limit at the same point, you have to take so much
away from them as they earn each additional dollar that you give
them a work disincentive.
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The EITC is already going to go up to $28,000, $29,000 a year.
You want to fix the marriage penalty in that way you are talking
about, maybe people up around $35,000 or more would be eligible.
There are a hell of a lot of people around $35,000, and to pay for
it, you have to cut even lower in the EITC for that single working
mother. So I am very concerned about getting people to work their
way off welfare.

I am concerned about that marriage penalty, too. But we have
got to be careful that we don’t do more harm than good. And a
number of us looked at this problem in 1993 and we didn’t like the
marriage penalty that was in there but we thought that the alter-
natives would cause more problems and that, on balance, this was
a good structure. It has a marriage bonus at the bottom and, most
important, is the incentive for people to work their way off welfare.

Mrs. KENNELLY. Thank you.

Mr. SHAW. Ms. Dunn will inquire.

Ms. DUNN. Thank you, Mr. Chairman.

Dr. Olasky, I want to tell you how pleased I am to hear your
comments about volunteerism. As a member of President Reagan’s
Advisory Council on Voluntary Services in the first part of the
eighties, I just want you to know that—and that as a result of a
career of volunteerism—I want you to know that I think that is an
underrespected way of doing business, and anything we can do now
to increase the respect for volunteerism, the results of their work,
I think, will add to what we can produce on the nongovernment
funded side of the ledger.

Mr. Rector, I wanted to ask you a question. You offered earlier
to give us some thoughts and I would like to take you up on your
thought to tell us how we can control spending, Medicaid spending
without shifting costs to the poor or undermining our support for
the poor, because I think there are many of us, certainly most of
us on this panel, who would agree with Dr. Olasky’s discussion
about compassion, that there needs to be something provided but
that we can do it more effectively and with greater positive incen-
tives.

Mr. RECTOR. I would say that what we ought to do is simply ac-
cept a goal as a Nation when you look at the projected cost in-
creases and so forth of limiting the growth in welfare spending to
inflation. When people criticize the Contract and say kids will be
dropped in the streets and so forth, there is an underlying empiri-
cal assumption that we are going to have an ever-increasing num-
ber of people on welfare in the future, and if we don’t simply accept
that and have entitlements grow to match that, that somehow kids
are going to be jeopardized.

What I would say is, the best thing we can do in terms of cost
containment, is simply to take the bulk of the means-tested pro-
grams listed in the Talent bill which I think is the bill that goes
farthest in this direction, and put them all into one block grant to
the States and allow that grant to grow at the rate of inflation.
Thus, we would be spending about the same amount as we are now
in the future.

We are assuming that you at the State level can find a way to
change things so you are not going to have an ever-increasing pop-
ulation on welfare. You will have the same basic level of population
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on welfare you have now. We will let you have money increased at
the rate of inflation.

I would do the same thing with Medicaid. The huge explosive
growth in Medicaid is that we have these open-ended entitlements
in which the criteria for eligibility is expanded each and every year.
I would say with Medicaid, let’s take what we spent last year, give
it as a block grant to the State, allow it to increase at the rate of
medical inflation.

If you do those two things together, two block grants, one for
Medicaid, one for the rest of the means-tested programs, allow
them both not to be cut but to grow at the rate of inflation, you
are talking about $75 billion of savings off of the baseline in 5
years on the nonmedical, and about another $75 billion of savings
on the Medicaid—$150 billion of savings. And that is savings off
the CBO baselines which I would suggest to you, in my experience,
have always been quite low and in fact underestimate the rate of
growth that we can expect on these entitlement programs.

So let’s make block grants. Let’s create a series of conditions
where we can enable the Governors to constrain the rate of growth
of the population on welfare. I don’t believe, however, that we
should simply give, as Congressman Levin indicated, the gasoline
and then get out of the car and let them drive. If the Governors
want to have blanket authority with no responsibility, then what
we should do in that respect is simply eliminate all these Federal
programs, give the money back to the taxpaying households of
Michigan or whatever, which would amount to about $2,500 of tax
rebate per household.

To get rid of all the Federal means-tested programs, give it back
to the taxpayers of the State and then let Governor Engler or Gov-
ernor Thompson, or whatever, put that money back that is in the
hands of the taxpayers and spend it on their own programs. That
is true federalism where the Governors raise the money and spend
the money.

If you are raising the money up here, I think that you have to
have, not micromanagement, but macromanagement, general prin-
ciples about how Federal money is going to be spent. The money
needs to be spent to promote marriage and self-sufficiency, not de-
pendence and illegitimacy. I think if you are raising the money,
you have the obligation to insist on those general moral principles.

Ms. DunN. Thank you.

Mr. SHAW. Mr. Levin will inquire.

Mr. LEVIN. Thank you. It is lunchtime. But let’s finish up. You
know, this has been an interesting day. I do think all of us want
to check our facts. Mr. Rector, you have repeated a number of
times, I think, one formulation was as soon as the war on poverty
began, the drop in poverty came to an end.

I wouldn’t for 1 minute defend every program that was inaugu-
rated in the mid to later sixties, but I don’t think your chart shows
that. The drop in poverty, as I read your chart, continued through
the early seventies and began to go up again.

Mr. REcTOR. What the chart shows is that the drop——

Mr. LEVIN. I mean it is right there.

Mr. RECTOR. It is also available on, basically, page 5.
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Mr. LEVIN. I know, but that is a little hard to read. That is clear,
it seems to me as I see it, 1965, and you can check here, it is 15
percent, and then it continued down, leveled off but then continued
down until it looks like 1973 or 1974.

So my only suggestion is, as we debate this, exaggeration is an
enemy and I think for you to say and I took your words, as soon
as the war on poverty began, the drop in poverty came to an end,
I don't think is true in your own chart; is it?

Mr. RECTOR. What I would say is that if you look carefully at the
chart, what happens is that roughly from 1966 through 1970, that
the rate of decrease slows down dramatically. It is also difficult to
define exactly when the war on poverty started.

Congressman, the real program started to kick in around 1968.
So what you would see 1s that there in between, say 1965 and
1970, that the spending starts to go up. We add on a National Food
Stamp Program in 1968, I believe. Medicaid comes on as the na-
tional program in these years. The spending starts to kick up be-
tween 1965 and 1970.

And you see things in real life don’t immediately stop. You see
the curve slowing down and then basically, from 1970 on, you have
a leveling off. It jumps up a little bit or goes down a little bit de-
pending upon whether you are in a recession and then from the
midseventies on it starts to go up again.

Mr. LEVIN. All right, look. All I am saying is I think it is not ac-
curate to say, as soon as the war on poverty began, the rate—the
decrease in the rate of poverty——

Mr. RECTOR. Three years after 1965 the progress basically comes
to a stop when the major war on poverty programs come into effect.
There were very few programs that were implemented at the exact
point at which Lyndon Johnson——

Mr. LEVIN. I fully understand that. I think Mr. Greenstein want-
d to say something.

Mr. GREENSTEIN. I think this whole discussion is offbase, I will
ell you whether they are liberal or conservative, there are very few
conomists who would subscribe to this analysis. During the period
hat poverty is going way down, we had a booming economy. We
ad rapid rate growth. We had high rates of preductivity growth.

The very point on that chart where poverty stops going down,
round 1973, this has been written by economists of all persua-
ions, is the point at which wage stagnation sets in and productiv-

ity growth in this country stops growing forward at a substantial
ate.

Wages are a very substantial factor here. You go to Wall Street
nd ask people if they think the Food Stamp Program or the AFDC
rogram rather than trends in the international economy and oth-
rs are the reasons for the 20-year slowdown in the rate of produc-
ivity growth in the U.S. economy. People will look at you like you
re a little bit offbase. These are fundamental issues that relate to

e larger economy.

If you could just look at things like the fact in 1979, 12 percent
f full-time, year-round workers not on welfare were earning a
vage too low to lift a family of four out of poverty. It is now up

aver 16 percent. You can look at the percentage of families with
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children where the head of the household works that are poor. It
is higher now than it was then.

Wages are not growing the way they did. Take the middle class.
Median income. People with the median income, right in the mid-
dle of the society, aren’t on welfare. The median income in this
country rose rapidly during the period that the poverty goes down
and it is generally stagnated during the period that poverty
stopped going up.

The general analysis of this is that it is not primarily war on
poverty programs, that had it not been for things like expansion in
SSI, the poverty rate would have gone up more. The poverty rate
primarily tracks the economy. It is pushed up more by more single-
parent families. It is pushed down a bit when cash benefits go up
but the single most dominant factor is the strength of the U.S.
economy and what it is doing for wages and employment, especially
at the bottom of the income spectrum. And to pretend that the pri-
mary factor is not economic really is to ignore most of the work in
the field.

Mr. LEVIN. Well, my time is up. I don’t think we are going to re-
solve this today. I think it is important to stick to the facts. Thank
you.

Mr. SHAw. OK. Mr. Ensign.

Mr. ENsIGN. Thank you, Mr. Chairman.

Mr. Greenstein, you would agree, or maybe you state your opin-
ion from some of your earlier comments, that you feel that the wel-
fare system as it currently works doesn’t work, yes?

Mr. GREENSTEIN. I would say the welfare system as it currently
works does some things—performs some positive functions but also
causes some real problems.

Mr. ENsIGN. Do you think that the illegitimacy rate in this coun-
try has gone up in any small part due to the welfare state?

Mr. GREENSTEIN. This is a matter on which there is a great deal
of research and the——

Mr. ENSIGN. What is your opinion on that?

Mr. GREENSTEIN. My opinion is that the bulk of the research is,
which is that there may be an effect from welfare here, but if there
is, it is relatively modest. We find illegitimacy rates rising as rap-
idly among women with more education, people in other countries
with different social welfare systems. In particular, I would note
that if AFDC were the driving factor, then we would have expected
as AFDC benefit eroded, as they have in the last 10 or 20 years,
then rates of out-of-wedlock births would have slowed or gone down
and they didn’t. Yes, I think there may be some effect. But if there
is, it is relatively modest.

Mr. ENSIGN. Since the sixties and this whole war on poverty
started and the Great Society programs, with these statistics on
crime, illegitimacy, educational performance, does it—I mean, does
it seem to have any kind of causal effect, first of all, to you that
maybe what we have been doing here from Washington has been
part of the problem?

Mr. GREENSTEIN. Let me just say on educational statistics, the
proportion of the low-income population that has a high school di-
ploma, college degrees, have gone up very sharply.
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Mr. ENSIGN. So you think that people are doing better in edu-
cation today than they did 30 years ago, the poor community?

Mr. GREENSTEIN. Let me be very clear. I think that a lot of
schools in the poor community are horrible and it is a national dis-
grace. But I am saying it is a complex situation, that it is also true
if you look, for example, at single mothers, the proportion of single
mothers who have graduated from high school is now nearly twice
as high as it was in the sixties.

We have mixed developments there. The single development that
clearly is negative is this large increase in the proportion of births
that are out of wedlock. That is highly negative. I think it is as
negative as you think it is negative. All that I am saying is, I do
not think, and the research doesn’t support, that the major cause
of it is the welfare system.

The major causes of it, I think, are that there are a lot of the
cultural developments, whether it is the rate of divorce among mid-
dle-income families, the rate of divorce among low-income families.
We have—you look at the proportion of women who are college edu-
cated who give out-of-wedlock births, it was virtually unheard of 20
years ago. While it is still small at the bottom, it is growing rap-
idly.

We want——

Mr. ENSIGN. Hold on 1 second. I control the time here.

One other point you made earlier, and this point has been
brought up several times during the hearings in the last few years,
and that is this part about if caps had been put on, the States
would have less money to do things. Do you think that the last few
years we have had these increases because we did not have those
caps? If those caps would have been put on, do you think that this
body—and we all agree welfare reform needs to take place—do you
think that this body may have taken steps earlier than this if those
caps had been put on. Would those caps have been terrible if we
would have put those on?

Mr. GREENSTEIN. No, not necessarily. Let me be clear. I don’t
think this is a question of open-ended autopilot or a block grant.
We have a process that, in my view, we should use more which is
the budget reconciliation process. I was one of the members of the
Entitlement Commission who was disappointed that we didn’t
reach consensus on that commission and who was ready to vote for
some tough changes in entitlement programs that wouldn’t have
been very popular.

The reconciliation process is one we can do that through. My con-
cern is, if you think a given program is going to cost too much in
future years, change who is eligible. Change the benefit levels. But
what I would argue against is making a change whereby if a reces-
sion hits, we can’t serve the working families that lose their jobs
and a change where we have too little money in one State and too
much money in another State because we have a formula that
doesn’t match need.

I think the question is, you determine what path you want to be
on when you pass a budget resolution. You think entitlements cost
too much? Put a reconciliation structure on it including one into
the Ways and Means Committee. It has worked in the past, it can
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work again. It is just in the past we have only done that every, you
know, odd number of years.

If you have a moral pressure to reduce the deficit, you can’t do
a reconciliation bill every year—you can do a reconciliation bill
every year, but the question is not to have this problem in reces-
sions and not to misallocate means among States.

Mr. ENSIGN. My time is up, Mr. Chairman. Thank you.

Thank you to all the other speakers.

Mr. SHAW. Thank you. And I thank this panel and the other two
panels for a hearing that is very fruitful.

I would like to make one quick comment with regard to the enti-
tlement versus block grant issue. It doesn’t necessarily have to be
either/or. We have got a model to draw from with unemployment
compensation. You can have basic yearly supplements, yearly ap-
propriations that can be made and then you can put an emergency
fund on top of it which would automatically trigger, so I don't see
this as something that we have to do all one way or the other.

I think we can come up with a hybrid because I do believe very
strongly, as Mr. Horowitz and others have pointed out, that the
democratic process does require us to look at these programs every
year. By our looking at them, and deciding what to do with them,
I think certainly reinforces congressional responsibility.

I want to thank the Members for their attendance today. It was
100-percent attendance. I know we have lost a few as the afternoon
has drawn on. But I think this is one of the finest Subcommittee
hearings that I have ever been to and I think if there is one thing
that has come out of this hearing it is that we certainly do share
more points of agreement than disagreement.

And I am really wowed by the fact that I feel certain that we are
going to be able to report out a bill that is going to have majority
support from both parties. Thank you.

Mr. GREENSTEIN. Mr. Chairman, could I just have 30 seconds,
about 1 minute. Maybe I can make a further area of agreement.

Mr. SHAW. Proceed.

Mr. GREENSTEIN. Simply on this chart over here, what it shows
and these are the——

Mr. SHAW. Don’t say anything that Mr. Rector is going to have
to reply to.

Mr. GREENSTEIN. I am not sure he will disagree. This chart
shows that Medicaid spending is projected to rise rapidly. Other
entitlements driven by Medicare and Social Security, those are the
two that are projected to rise.

Let me be very clear, and maybe I didn’t state it precisely
enough earlier, non-means-tested entitlements other than Medic-
aid, the long range CBO forecast from the year 2000 out through
2030 is that they are either flat or slightly declining as a percent-
age of GDP.

_ Mr. Rector is correct that if you do all means-tested entitlements,
including Medicaid, then it is up. If you separate them out, Medic-
aid goes up sharply, the rest of them are pretty flat.

That is all I wanted to clarify.

Mr. SHAW. Thank you. We stand adjourned.

[Whereupon, at 1:49 p.m., the hearing was adjourned, to recon-
vene at 10 a.m, Friday, January 20, 1995.]
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Chairman SHAW. Good morning and welcome to the second hear-
ing of the Subcommittee of the 104th Congress. As is our custom,
we are only going to have one opening statement from either side.

Congressman Ford has asked that he be able to yield 1 minute
to Mr. Levin, and I have agreed. But to give the majority opening
statement this morning will be Dave Camp from the State of
Michigan. David.

Mr. CaMpP. Thank you, Mr. Chairman. I thank you for yielding.
This morning we will discuss a very important issue, the quickly
spiraling rates of out-of-wedlock births. We as a Nation have to
find a way to stop this problem. Our intent is to stop the cycle that
leads so many families into poverty.

Working together we can accomplish this and forge a new future
for our children. We want to help families find opportunity and be-
come self-reliant, not reliant on government. Illegitimacy is a social
catastrophe. As today’s hearing will demonstrate, there is a good
reason to judge the Nation’s soaring out-of-wedlock birth rate as
the leading domestic issue of our times.

Here is why: As shown by the superb charts prepared by Ruth
Wasem and her colleagues at the Congressional Research Service,
rates of illegitimacy are spiraling out of control. This chart shows
the rise of out-of-wedlock births among both African-Americans and
whites. For African-Americans, we have reached the almost incom-
prehensible level of 7 out of 10 children born outside marriage. For
whites, if current trends continue, one of four children will soon be
born outside marriage, and the rate is growing faster for whites
than African-Americans.

The consequences of illegitimacy can be summarized in one word:
Disaster. As shown in the material we have given to Members of
the Committee, children living in households headed by a never-
married mother are nearly eight times as likely to be poor as chil-
dren living in two-parent families.

In addition, children living in households headed by a never-
married mother are more than 10 times as likely to receive cash
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welfare as children in two-parent families. Differences of this mag-
nitude between groups of Americans are extremely rare.

With the help of prominent conservative thinkers, several of
whom will testify today, Republicans have succeeded in drawing
the Nation’s attention to the magnitude of the illegitimacy crisis.
Millions of Americans now understand that out-of-wedlock births
are at the center of a tangle of social pathologies, including school
dropout, welfare use, unemployment, drug addiction and crime.

We have also succeeded in getting most people to agree that ille-
gitimacy is bad for children and that such behavior by parents is
irresponsible. Republicans want to lead the Nation to take the next
two steps. We want to send a strong signal from the Federal Gov-
ernment that taxpayers are no longer willing to provide a com-
prehensive package of public benefits to young men and women
who violate social convention by having children they cannot sup-
port.

Specifically, we want to reduce the size of the welfare package
that the Nation's taxpayers provide to these teens. Rather than the
standard package of cash, food stamps, and medical care, we want
to limit benefits to include just food stamps and medical care, while
block granting to the States the cash portion for State-developed
programs.

In addition, we want to prevent the incentive for young mothers
to establish their own households. By removing cash and housing
benefits, we will send a clear signal that society is cutting back on
the rewards it now provides for irresponsible behavior.

We realize that some will criticize us for ending cash benefits to
these mothers and children, so be it. A most fundamental principle
of human behavior accepted by almost all reasonable people is that
if you reward something, you get more of it.

Federal policy now rewards the formation of never-married fami-
lies. We intend to reduce the size of the reward. Second, we want
to fundamentally change the rules of welfare so that States are
given the flexibility they need to attack this problem. Some States
will try special programs to counsel, educate, or train these moth-
ers. Some States will emphasize making young fathers work. Some
States in cooperation with local charities will require young moth-
ers to live in group homes where they can receive the help they
need to become good parents and independent earners.

As individual States and local governments develop policies that
work, Congress will help show other States and cities how they did
it. We believe this two-part strategy will reverse the devastating
rise of out-of-wedlock births.

It is not compassionate to continue a policy that lures young
mothers and fathers into creating a family they cannot support and
cast millions of American babies into lives of poverty and destitu-
tion. Let’s reduce the Federal subsidies for irresponsible behavior,
and in so doing, we will begin to break the cycle of poverty that
is passed from one generation to the next. That would be the
kindest policy of all.

Thank you.

Chairman SHAW. Thank you, Mr. Camp.

Mr. Ford of Tennessee.
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Mr. Forp. Thank you very much, Mr. Chairman. Mr. Chairman,
the issue that we are addressing today, welfare dependency and
the rise of out-of-wedlock births cries for our attention and for a
humane and responsible solution.

What this bill does is to take a group of American children and
say that because of the circumstances of their birth, that they will
be denied the assistance available provided to other Americans.
This is wrong and shortsighted. We, as a Nation, have a respon-
sibility to take care of every child in America, to ensure that every
child in this country grows up healthy and ready to learn.

I have heard that this bill would hurt children and that a gen-
eration of children might have to be sacrificed. This is not accept-
able. In the wealthiest, most powerful Nation in the world, we
should not sacrifice any child. While it is wrong to have a child you
are not equipped to care for, it is morally bankrupt for a Nation
to turn its back on children.

In June 1994, a group of 76 highly respected scholars and re-
searchers in the area of poverty, labor market, family structure,
and representing diverse political viewpoints, institutions and dis-
ciplines, concluded in a statement on welfare and out-of-wedlock
childbearing that welfare programs are not among the primary rea-
sons for the rising number of out-of-wedlock births, but poverty
does harm children, it deprives them of fundamental needs nec-
essary for their growth and development as young adolescents.

We need enlightened public policies which will address the social
immune systems of our communities, policies which strengthen
families and neighborhoods and provide safety nets against harsh
realities of everyday life for Americans who live in poverty and dis-
tress in this Nation.

We don't believe that the solution to this problem is to make chil-
dren born out of these mothers forever ineligible for government
assistance. We think the solution is to make sure that the teens
stay at home under the supervision of responsible adults and to
learn to raise their children right.

In fact, 90 percent of teenagers who are currently on AFDC do
not live with another adult——do live with another adult relative,
but only 10 percent, which is 32,000, who cannot and should not
live at home. We think the solution is to put them in a residential
home with their children, teach them parental skills, provide the
children with early education, Head Start, and to make sure the
mothers stay in school. But you don’t take infants away from their
mothers and put them in institutions.

Mr. Chairman, I would like to say that President Clinton de-
serves particular credit for placing this issue squarely on the Amer-
ican radar screen. Our task is to work together to make certain-
that both parents are expected and able to support and nurture
their children. It is equally important that the children born to
these young parents not be punished for their parent’s mistakes.
They are blameless in our society, and I look forward to the testi-
mony today before the witnesses who are on this panel and other

anels.

P However, Mr. Chairman, [ know that we spoke earlier before this
Committee session, I do want to express to you my profound dis-
appointment with today’s witness list. When you and I met last
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week, I understood that the Democrats would be able to name one
witness for each panel. We recommended Rebecca Blank who will
testify on the second panel as a part of the first panel today. Her
credentials on the issue of out-of-wedlock births are impeccable,
and I look forward to a healthy discussion today, but, Mr. Chair-
man, we certainly as Democrats on this Committee look forward to
having full participation with all of the witnesses who will be testi-
fying before this Committee.
[The prepared statement follows:]
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OPENING REMARKS
OF THE HONORABLE HAROLD E. FORD

House of Representatives
Committee on Ways and Means
Subcommittee on Human Resources

Hearing on Iliegitimacy and Welfare
Friday - January 20, 1995

In America the time has come for us to construct public policy which
demonstrates support and caring for America’s children and their families, including
those who are having babies out of wedlock. They are all our children. There are no
illegitimate children in our nation. We do not need to create another group of outcasts.
All children need opportunities to develop socially, culturally, educationally, physically
and culturally.

Yes, it is time for us to reform a welfare system created to serve previous
generations of Americans. It was not designed to address the complex and vexing
problems of our times, especially the rising rates of out-of-wedlock childbearing, the high
incidence of poverty and weifare among single-parent families. The public welfare system
in America was not designed to address the serious problems of the poor, including those
who are teenagers with young babies.

The War on Poverty and other programs of the 1960s and 1970s were not
sufficient to overcome the profound effects of poverty on minority citizens. What we
have inherited is a public assistance program, largely AFDC, which does not adequately
deal with poor Americans. We provided security for working Americans in the Socal
Security Act, but we did not address the problems of the poor.

Poverty, poor education, unemployment, inherited disadvantage, low aspirations
and school achievement are some of the important conditions which the best social -
science research has demonstrated as having strong relationships with out-of-wedlock
child bearing.

The Republican Personal Responsibility Act has numerous provisions that would
deny welfare benefits to poor children and their families. These provisions include:

o the denial of housing and cash assistance to families in which a child was born to
a young unmarried mother before her eighteenth birthday,

o the denial of assistance to children for whom paternity has not been established,
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o and other child exclusion and time limit provisions.

Advocates of these measure argue that the most Draconian steps are justified
because welfare is a primary cause of out-of-wedlock childbearing by adolescents. This
argument is based on the view that ending welfare for these children will significantly
reduce out-of-wedlock childbearing.

In June, 1994 a group of 76 highly respected scholars and researchers in the areas
of poverty, the labor market and family structure and representing diverse political
viewpoints, institutions and disciplines concluded in a statement on welfare and out-of-
wedlock childbearing that welfare programs are "not among the primary reasons for the
rising number of out-of-wedlock births.” But poverty does harm children. It deprives
them of fundamental needs necessary for their growth and development as young
adolescents.

Rather than focus the debate in a negative way, why can we not do as our friends
in Western Europe, that is, pay greater attention to the developmental needs of our
children and their families, starting at very early ages. The needs of teenagers, those who
have never given birth and those have, face immense challenges. A developmental
perspective addresses the problem of teen pregnancy. This perspective includes a
preventive and remedial response to teen pregnancy.

We need enlightened public policies which will address the social immune systems
of our communities; policies which strengthen families and neighborhoods and provide
safety nets against the harsh realities of every day life for Americans who live in poverty
and distress.

Head Start works from a developmental perspective. Head Start provides holistic
intervention. Head Start and programs like it demonstrate effectiveness of strong
community and family social immune systems which serve as buffers against teen
pregnancy and other social ills of our society.

We must curb teen pregnancy by instituting comprehensive approaches which
address the complexities of adolescent development, and strengthen family and
community support systems. We must pursue changes in our public welfare policies
which will increase economic opportunities for youth and provide employment for
parents so they can leave welfare and poverty and move into the workforce. Rather than
blame the individual, we must couple individual responsibility with community
responsibility and support.

Mr. Chairman, our responsibility, in fact our duty as crafters of welfare reform
legislation is to demonstrate that we care about this nation’s children and we will support
their development and well-being. We have a responsibility not to punish them or give
up on them, but to invest in their future.
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Mr. LEVIN. Will the gentleman yield briefly?

Mr. Forb. I will be happy to yield to my colleague.

Mr. LEVIN. I appreciate you doing that and the indulgence of the
Chair. I would just like to say a very brief word about the impres-
sion I had reading over the testimony last night.

As T did so, I had a couple of impressions. First of all, I think
it is something we all agree on that out-of-wedlock births are in-
deed a serious, I think a grave social problem. Second, it is a mat-
ter of concern to all of us, to all of us. And third, as I read the testi-
mony, it seemed to me that there might be more room for common
ground here than some think.

I would just urge as we tackle this vital issue that we not fall
into easy polarization, that we look for common ground here, not
for tactical advantage. I see no reason at all for this to be a liberal,
moderate, or conservative issue.

I think one other point that came through, especially in Professor
Loury’s testimony, let’s also not oversimplify this issue. I think this
is a warning that we should all keep very much in mind. This is
an issue that cries out for our attention. It is so serious that it cries
out for our serious attention, and, if possible, for an answer that
cuts across some of the traditional lines and bipartisan lines.

Thank you for yielding.

Mr. RANGEL. Mr. Chairman, I know the rules. But you and I
have worked together for so long, therefore could I ask for unani-
mous consent to make a short statement?

Chairman SHAW. I had asked Mr. Ford. Are there any other
Members that want to make a short statement or otherwise? I will
go ahead and allow that, but before you do, I will take the privilege
of responding to a couple of comments that Mr. Ford made with re-
gard to the way that we have set up this hearing.

Mr. RANGEL. Mr. Chairman, if you would yield, my short state-
ment would deal with that, and perhaps you would let me make
one statement.

Chairman SHAW. I would like to go ahead and make a brief
statement. As the Democrats did when they were in the majority,
I must retain the control of the schedule. -

Mr. Ford misunderstood if he thought I said that each panel was
going to have a witness who was selected by the minority. That
agreement was never made. My only agreement wzs to be much
fairer than the Democrats were to us, and perhaps that was the
reason for the misunderstanding.

I will say, and as you will recall, the first nonmember witness
of the Full Committee chaired by Chairman Archer was Secretary
Shalala. And further, if you will recall, during previous welfare
hearings during the Republican administrations, it was the third
day of hearings before an administration witness was ever invited.

The first nonmember witness of this Subcommittee was Sec-
retary Bane of the administration. So I think that as far as being
fair, that I have certainly been fair. I am doing this for a very spe-
cial reason—because I want to produce a bipartisan bill, and I
want our Democrat colleagues to be part of that process.

Mr. Ford made several statements about turning our backs on
the young children, and then talked about wanting them to stay in
school and do certain things to turn their lives around. I think if
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we would focus on what we all want, and that is what we want,
to focus on their young lives and to help them do something with
their future, I think we can come up with some very constructive
legislation because we do agree on so much.

On the question of turning our backs, I think I can sit here and
make the argument that throwing a 15-year-old mother a check
every month is turning your back on her rather than trying to be
constructive. And as far as taking children away from their moth-
ers, the Federal Government in my memory and to my knowledge
has never taken a baby away from anybody, nor is there any legis-
lation that has been proposed or planned or on the books that
would allow such an atrocity. That is not the function of the Fed-
eral Government.

The States have to make that type of determination as to the
well-being of the child. I will yield for 1 minute to Mr. Rangel, and
then we are going to go ahead with the panel.

Mr. FORD. Mr. Chairman, do I get a chance to respond to that?

Chairman SHAW. Well, I told Mr. Rangel that he could speak.

Mr. RANGEL. Mr. Chairman, the only reason that I took this ex-
traordinary measure to ask for unanimous consent was because I
think that the problem that we face today does not lend itself to
a political solution, and so far this Committee has not really en-
gaged in a political conflict, even though we know it is going to
happen.

I_just wondered, however, that if we are going to test bipartisan-
ship, this should be it. It may not prevail throughout the Sub-
committee, or the Committee, or the House, but we all agree that
these are children that were created by God and irresponsibility.
Lack of morality of the parents is an issue that we have to deal
with, but we also have to deal with that child.

Now, the Democrats did a lousy job of dealing with it, and to a
large extent, the voters got frustrated and they brought you guys
in to handle it. But that doesn’t mean that you have the answer,
and that we don't have it.

And so I would like to believe that you are secure enough to be
in charge of this Committee and have control of this Committee
without saying that just because somebody is a Democrat, we can’t
have one person on a panel to express the different views. There
is no one on this Committee that has the answer. If we did have
the answer, we wouldn’t have to go through this process.

Now, all of the witnesses, whether they are from the Heritage
Foundation, or Bill Bennett’s group, or whomever, recognize that
we have the same problem, and if someone misunderstood you,
they also misunderstood your staff, and people outside misunder-
stood your staff. Whether it was a good or bad idea to suggest that
we could have one person on each panel, I don’t know, because that
is a mathematical, political question.

But let us at least try with this particular subject, and that is
to try to prevent unwanted children from being born, to try to pre-
vent the temptation for abortion, to try to prevent the need for
adoptions and children who are unwanted being sent to institu-
tions, and let us try with this, because if this becomes the political
issue, I don’t see how the other issues we could possibly expect
would be done in a bipartisan way.
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So don’t give up control; stay in charge. I loved it when I had
it, I want you to enjoy it, but to say that we can’t put up a witness
that may differ from the views that you campaigned on, to me, goes
beyond the political decision.

Chairman SHAW. Charlie, that is not the case. The witness is on
the second panel.

Mr. RANGEL. Oh, so we get one out of every two panels? How
would you like to do it? Do we have one witness for today?

Ms. DUNN. Mr. Chairman.

Chairman SHAw. I think the gentleman is well aware of the fair-
ness that I have extended. I have told Mr. Ford that if he feels that
he is being mistreated or if any of the Members on this Committee
on either side of the aisle feel that they are being mistreated as
to the order of witnesses, to give me a call. We will talk about it,
meet me on the floor, talk to me in the halls, come into my office,
invite me to your office, I have even said that I will come to the
Democratic Caucus if you want to discuss things.

I think you are absolutely right—this is a bipartisan issue. We
are dealing with the future of the American people—not Demo-
crats, not Republicans, not one ethnic group, or religious group. We
are talking about the future of this country and we are going to-
carry this process forward.

And I am determined, and I think you know and have worked
with me enough to know that I am not going to throw partisan pol-
itics in anybody’s face. I am going to work for solutions, but we
have got to do it in an orderly manner and therefore I will now go
forward in an orderly manner and introduce the first panel.

Seated at the first panel are some outstanding scholars and so-
cial thinkers. We have Glenn Loury, who is a noted thinker and
writer on problems of the underclass. James Q. Wilson is a most
distinguished social scientist who is well-known for his works on
crime, bureaucracy, and moral values. And, of course, a face that
is very familiar to many of us on this Committee, particularly
Charlie Rangel and me, Mr. Bennett, who is a former Secretary of
Education and Drug Czar whose “Book of Virtues” has spent many
weeks on the “New York Times” bestseller list. I think perhaps
your book now is the second most talked about book in Washing-
ton, but it certainly continues to be a most popular book.

I will invite the panel to proceed as they see fit. Your written
statements are made a part of the record. Feel free to summarize
if that is your wish.

Mr. BENNETT. Thank you.

STATEMENT OF GLENN C. LOURY, PH.D, PROFESSOR,
DEPARTMENT OF ECONOMICS, BOSTON UNIVERSITY,
BOSTON, MASSACHUSETTS

Mr. Loury. Thank you, Mr. Chairman. It is an honor and a
privilege to be here. I would just like to take this moment to say
that I don’t appear here as a Democrat or as a Republican, and I
don’t come to grind a partisan act. I am coming to offer for your
consideration such observations and thoughts as I can that will be
of help to you in the difficult and important work that you are try-
ing to do, and I appreciate the opportunity to do that.
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Look, we all know what the problem is. Illegitimacy rates are
going through the roof. What in the sixties Senator Moynihan iden-
tified as a problem in the black community has now become a prob-
lem in American society. There is now talk about the coming of the
white underclass.

What we don’t know is what to do about it. I don’t have a corner
on that truth. I do know this, though, in my review both of the sta-
tistical literature and of the reports of people who go into commu-
nities and observe, interview and talk, that the consequences of il- -
legitimacy, of out-of-wedlock births, of broken families for families
and children are very deleterious. I think there is an absolute con-
sensus on that, and there is not any doubt.

People are hurt, lives are being chewed up and destroyed by
what is happening in our country. The underlying root causes are
complicated and involve many different interacting factors. It is my
view that for many years certain analysts understated the extent
to which the provisions of social welfare programs encouraged de-
structive behavior.

It is also my view, Mr. Chairman, that the process that has been
set in motion by the developments both cultural and policywise in
our country has now embedded itself to such an extent in many
communities that changing the financial incentives of welfare is
probably not enough to reverse the process that has been set in mo-
tion.

“Let me put it this way: You can pull on a loose thread and un-
ravel a garment, but pushing on a string will not put the weave
back together again. Through an array of changes in our social pol-
icy and in our broader cultural milieu, we have pulled on the string
of the fabric of marriage and family and there are many people
that we can point the finger at to blame for that, but that unravel-
ing won’t necessarily be undone purely through matters of finance
and public policy.

That is not to say that we should not try to revisit the question
of the design of our welfare policies so as to be a part of the solu-
tion. I think we should, indeed I think we must, and not only for
reasons of policy in the immediate sense, but for reasons of politics
and social meaning in the broader sense.

I think we have to send the right signals through our govern-
mental programs about what we Americans value and about what
ways of living we affirm as appropriate and correct. But what I am
saying is that we must not be too sanguine, almost arrogant about
our ability to push and pull and manipulate and maneuver in order
to fix what is a very subtle and complicated problem.

I know I don’t have time here to go into all of the details, but
I try to explain in my more extended written remarks why I come
to this conclusion, and I try to describe to you in some detail in
those remarks the social context, especially in the inner city where
the illegitimacy rates are three-quarters, 80 percent in many com-
munities. There families cower because of the fearsome behavior of
young men who have not been civilized, which is to say they have
not been properly socialized within a family context so as to have
bred into them the values that will allow them to conduct them-
selves in such a way as to permit a decent life to take place in their
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communities. Such young men are really perpetrating a reign of
terror.

I have tried by reference to that milieu and the fine descriptions
that we have by many researchers who are at work, to give you
some flavor of the complexity, give you some sense of the fact that
those communities will not be remade from Washington, of the fact
that what has happened there, the great tragedy that is playing it-
self out there is not going to be reversed because we changed the
incentives provisions of public transfer programs.

Also, I invite you to think about how it is that the real sources
of moral authority and cultural change in those communities might
be empowered, to begin what will undoubtedly be a decades long
process of transformation that has to start some time in those
places to bring about change. So that is one point that I want to
make. You can’t push on a string.

I want to make another point too, Mr. Chairman, and that is
that there is a genuine dilemma in this area. We refer to it in eco-
nomics as the samaritan’s dilemma. It is a fundamental problem
of helping, and bear with me for 1 minute if I sound like a profes-
sor, because the point is worth making. We won’t let people starve
in the street in a decent society. We will not allow children to go
unhoused and unfed and uncared for. We simply won’t. We want
the people who are immediately responsible for the care of children
to comport themselves in such a way that it is not necessary for
the State to come to their rescue.

And yet to the extent that such people know that they will not
be allowed to languish, to the extent that we cannot commit our-
selves to withholding help from such people, there is a basic limit
on how much pressure you can put on them to get them to change
their behavior.

Now the point is, changing the identity of the samaritan does not
solve the dilemma. So if public provision is cut back, which may
be the appropriate thing to do, for the reasons that I have already
said—because the government must set the right moral tone and
must through its policy convey the values of the voters and the peo-
ple—to the extent that private provision comes in to take its place,
the private providers become the samaritans, and the dilemma re-
mains unsolved. It is a real dilemma. Unless we change the values
of the people, not their incentives, but their beliefs, their ideals, the
meaning that they attribute to what they do in their lives, we will
not solve the dilemma, and for that reason, I think fundamental at-
tention must be directed to the value shaping, the character form-
ing institutions in society which thankfully are not organs of gov-
ernment, but reside as I hope they always will with the people.

Thank you, Mr. Chairman.

[The prepared statement follows:]
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Testimony of Professor Glenn C. Loury

before Human Resources Sub-Committee, Committee on Ways and Means
U.S. House of Representatives

Washington, DC January 20, 1995

Mr. Chairman: I want to express my gratitude for this opportunity to offer my views
before this distinguished committee on these crucially important matters. It has been my
conviction for many years now that the rise in out-of-wedlock births represents a significant
threat to the strength of our country, and the various communities within it. In this
testimony I explain why I have reached this conclusion. My academic title is University
Professor of Economics at Boston University. Yet I appear here before you not mainly as a
technician, but as an intellectual who has been thinking hard about the problems of social
disorder in America, and especially in urban America. So I will offer my thoughts on the
broad ethical and philosophical dimensions of your committee's concerns, as well as report
to you on the findings of recent social research.

The Problem of Family Structure

There is now a consensus among social analysts that the dramatic changes in the
structure and stability of the American family over the last thirty years have had negative
consequences for the quality of life of our citizens, especially children. These changes are
reflected in the sharp rise in divorce rates during 1960s, and in the increasing incidence of
out-of-wedlock childbearing, especially among young women. In the 1950s and early 1960
the divorce rate was approximately 10 per 1,000 married couples per year. It has since
risen to more than twice that level. The proportion of children born out-of-wedlock went
from 5% in 1960 to 27% in 1990. About 57% of black children born in that year were born
to unmarried mothers, while this was the case for about 17% of white children. Each year
over 1 million children go through divorce or separation and almost as many more are born .
out of wedlock.

These developments have had a dramatic impact on children's lives. Single parents
(usually women) are more likely to head economically troubled families. We now know
that one-half of single mothers live below the poverty line, compared to one-tenth of
married couples with children; that single mothers are far more vulnerable to welfare
recipiency, and that they stay on welfare longer. Among never-married mothers 40 percent
stay on for 10 years or more. Moreover, welfare dependency tends to pass from one
generation to the next within single parent families. For whites, daughters with single
parents are over 50 percent more likely to marry as teenagers, 111 percent more likely to
have children as teenagers, 164 percent more likely to have a premarital birth, and 92
percent more likely to dissolve their own marriages.

There is also good reason to believe that welfare dependency has potentially harmful
effects on participants and their children. In the mid-1980s David Ellwood (now Asst. Sec.
at HHS) estimated that roughly 30% of mothers entering welfare for the first time
eventually accumulated eight or more years on the program. More recently, Baruch College
economist June O'Neill has calculated that half of teen unwed mothers (in the NLSY
sample) go on welfare within two years of their first birth, and 80% eventually go on. She
has further calculated that, among those going on welfare in the period 1978-1984, half had
accumulated more than 5 years on the program by 1991, and one-third had accumulated
more than 7 years. O'Neill has also found that parental depéndence on welfare is strongly
associated with negative outcomes for children. Young women raised in welfare families
are significantly more likely than similarly situated women in families not on welfare to go
on welfare themselves, to stay on for a longer period of time, to drop out of high school and
to bear a child out-of-wedlock. ]

The ways in which coming from a broken family affect the likelihood that young girls
become pregnant are subtle and complex. Dennis Hogan and Evelyn Kitagawa at the
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University of Chicago, using a random sample of black females aged 13 to 19 living in
Chicago in 1979, compared girls who live in married-couple families with those living in
single mother households. They found the rate of premarital parenthood to be highest
among the teens living with their mothers alone. Yet, those teens living with mothers and
grandmothers fared as well as those in married-couple families. They also found that the
extent of parental control exercised over early dating had significant and large effects on the
probability of the teen becoming pregnant; indeed, parental control of dating was by far the
single most powerful explanatory variable. The importance of control of early dating
behavior suggests that, in addition to the structure of the family itself, the specific actions of
adult family members toward teenage daughters is crucial to avoiding early pregnancy.
Elijah Anderson has also found evidence for this among his informants in a North
Philadelphia community. He notes that the presence of a father in the girl's household, or
of older male siblings or even uncles actively involved in the giri's life, may lead to the girl
being treated more respectfully by the boys with whom she interacts.

A recent innovative study by Bronars and Grogger published in the December 1994
American Economic Review uses data on a sample of married and unmarried women, some
of whom had given birth to twins, to assess the impact of the birth of an unexpected
additional child on various measures of the mothers’ well-being. They found that an
unexpected additional child had no impact of the well-being of married mothers, but
affected unmarried women adversely, reducing labor-force participation, increasing the odds
of being in poverty, and raising their chances of receiving welfare. Though most of the
adverse economic effects of unplanned motherhood were found to dissipate over time for
whites, there were larger and more persistent negative effects on black unwed mothers.

In short, the social science literature, both quantitative and qualitative, is unambiguous
in identifying the negative consequences for families and children of marital disruption and
out-of-wedlock childbearing.

The "Moynihan Report” Revisited

Of course, most Americans know this instinctively, without having to be told by
social scientists. Indeed, concern about problems of family disruption has an been important
social issue at least since 1965 when now Senator Moynihan issued his famous report on the
"Negro Family." By daring to suggest that dysfunctional family behavior among poor
blacks constituted an insuperable barrier to economic equality, Moynihan elicited an
emotional, ideologically-charged response which permanently altered racial discourse in
America. The now-familiar indictment, “blaming the victim" literally was invented in
reaction to Moynihan's argument. A dear price was paid for this response, though not by
those who led the charge.

What in the 1960s was a question about black society has in the 1990s become critical
for all Americans. Charles Murray has announced to much fanfare the coming of the white
underclass. Having essentially written-off the black community as a lost cause--with an
illegitimacy rate nationwide near two-thirds, and even higher in the inner-city--pundits,
politicians and scholars come now to conterplate what might be done to save the rest of
America. The answer seems to be that we must place greater emphasis on "values.” And,
while I am all in favor of this, I am less than sanguine that the fix will be so easy.

People are not automata; their behavior in matters sexual may not be easily
manipulated by changing their marginal tax rates or their recipiency status under welfare
programs. It is my conviction that the problems of illegitimacy and family breakdown are,
at base, cultural and moral problems, which require broad societal action in addition to
legislative change. The emergence of morally authoritative public leadership can have only
a small effect here, and is unlikely to occur in any event. Yet, in every community there
are agencies of moral and culturai development which seek to shape the ways in which
individuals conceive of their duties to themselves, of their obligations to each other, and of
their responsibilities before God. These mainly though not exclusively religious institutions
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are the natural sources of legitimate moral teaching--indeed, the only sources. If these
institutions are not restored, through the devoted agency of the people and not their
government, then the behavioral problems which Moynihan first noticed thirty years ago
will persist, threatening the survival of our republic.

Marriage as Social Capital

In my early writing on economic inequality in American society 1 introduced the
concept of "social capital.” Many others have found this a useful notion, and it is now in
wide use in the social sciences. The term emphasizes the importance for economic
development of non-economic resources. It refers to aspects of social organization
(families, social networks, adolescent peer groups) that help individuals to act for their own
economic benefit. The term also captures the idea that the institutional infrastructure within
a given community (civic and religious organizations) helps to empower individuals for
participation in economic and political life, and that the ideals and values which are
transmitted and reinforced through social mechanisms can impact powerfully on economic
performance. The point is that the extent and quality of relationships among persons can
usefully be conceived as an economic asset, in some cases as important as physical or
financial capital for determining whether or not a community can prosper.

The process by which a person moves from childhood to becoming an effective adult
is like a production process. The output, a citizen, is produced from inputs of education,
parental attention and concern, acculturation, nutrition, etc. Some of these inputs are
bought and sold on markets, but many of the relevant inputs become available to the
developing person only as the byproduct of noneconomic activities. Parental attention and
concern, for example, accrue to a youngster as the consequence of the social relations which
obtain between mother and father, and their respective families. So, within any community
a crucial resource needed to produce tomorrow's citizens is the quality of social ties between
today's men and women of child-bearing age. This is an elemental social fact.

In a recent essay in Policy Review anthropologist David Murray has documented the
extent to which all human societies develop norms surrounding the bearing and raising of
children which respect this elemental social fact. He stresses the universal recognition of
marriage, and child bearing within marriage, as a means of domesticating--one could also
say of civilizing--young males. "Neighborhoods without fathers, are seedbeds for
predators” writes Murray. George Gilder has also stress this theme. Communities in which
the vast majority of families consist of women without men who consider themselves
responsible for their children, tend to be "under-capitalized" in a resource vital for social
development.

This is, in my judgment, a central reason for the economic and social problems
besetting inner-city communities today. As Gilder has recently written, "Society is
continually beset by an invasion of 'barbarians,’ i.e., teenaged boys. Unless they are tamed
by marriage and the provider role, they become enemies of civilization. Males rule,
whether through economic power as in civilized societies, or through violent coercion by the
male gangs in the inner city (a so-called matriarchy where mothers cower in locked
apartments, terrorized by their sons.) Thus, it is crucial to consider the impact of the
welfare state on the socialization of young men."” I am saying here that marriage should be
seen as an important form of social capital. In the absence of marriage, and the joining of
families which marriage represents, there are simply fewer people around to help a
struggling young couple with the overwhelming task of raising children.

Moreover, the "legitimacy” of children is an important concept. Anthropologist
Murray refers to it as "nothing less than the orderly transfer of social meaning across the
generations.” The Harvard sociologist Orlando Patterson has elaborated a persuasive and
influential theory of slavery, in which the concept of "natal alienation"--the separation of
close relations between children and their forebears--plays a key role. Marriage, by creating
legitimate children, ties families of people together into mutually supportive social
relationships.
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The Inner-City Context

I would like to explore more fully the inner city social context within which the
problems of out-of-wedlock births manifest themselves. Perhaps our best guide in this
matter is ethnographer Elijah Anderson of the University of Pennsylvania, Anderson has
been a close observer of life on the streets of ghetto America for nearly a quarter-century.
His recent work is based on extended interviews and observation in a North Philadelphia
neighborhood. He relies heavily on the concept of "the streets,"” the physic and social
milieu in which people interact. In these poor communities the physical environment is
dilapidated, dirty, unsafe, unkempt, noisy. Young people spend a lot of time "in the
streets,” day and night. The streets are full of women and children. Men, especially, in
the roles of husbands, are scarce. Quoting Anderson: "The demoralization and deterioration
of the neighborhood are omnipresent: open-air drug sales, numerous prégnant girls,
incivility, crime, many street kids, few up-standing residents. "

There is what one might calf a "moral ecology"” of the streets. Ghetto neighborhoods
are heterogeneous places. People of different generations, different family structures,
differing degrees of economic stability, and different values interact there. Anderson talks
of a clash between "street” values, and the values of "decent folk." These are the words
reportedly used by the f2ople themselves. There is a complex interaction between these
different value systems. This is especially so for the young, who because of peer pressure
want to be seen as socially "hip” not "lame.” Yet, being "hip” may mean, to some degree,
compromising with "street values,” while behaving "decently” can cause one to be thought
of as "lame." Peer groups are critically important among these youngsters. Children
sometimes, in effect, raise themselves. They may be more influenced by their peer group
than they are by any other source of authority in their lives.

Nevertheless, in the community which Anderson observes there is also a culture of
decency. This culture is connected with close, extended families where the work ethic is
important, where getting ahead is prized, where religious influences often remain strong. In
such families, parents are often engaged in a struggle for the hearts and minds of their
children, as the "decent" and "street” values assert their mutually incompatible claims.

Most relevant for my concerns here is Anderson's description of codes of behavior in
sexual matters between boys and girls in these communities. The people involved are often
quite young. Quoting Anderson: "Complicated by peer pressure, ignorance, passion, luck,
intent, conquest, religion, love, and even profound hostility between young men and young
women, these sex codes evolve... (They are) nothing less than the cultural manifestation of
a persistent urban poverty. It is a mean adaptation to blocked opportunities and profound
lack, a grotesque form of coping by young people constantly undermined by a social system
that has historically limited their social options and, until recently, rejected their full
citizenship."

Sex often results in pregnancy in this world. Quoting, again, "With the dream of a
mate, a girl may be indifferent to the possibility of pregnancy, even if it is not likely that
pregnancy will lead to marriage. The pregnant girl can look forward to a certain amount of
affirmation, particularly after the baby arrives, if not from the father then from her peer
group, from her family, from the Lord, and, ultimately from welfare from the outside
society." A large part of the girl's identity is provided by the baby and the peer groups
among the girls in these communities. Becoming a mother can, Anderson writes, be a
"strong play for authority, maturity, and respect.” The girl's outlook is crucial to
determining what her behavior will be. Her education, her sense of self-respect, her
wisdom, whether or not she has had mentoring from "decent” role models within "decent®
families--these will all be critical factors affecting the outcome. Her parents may be able to
instill some sense of hope, a positive sense of the future, a healthy seif-respect. Or, she
may have siblings whose success helps her to achieve this. Ministers and teachers can play
this kind of role by communicating the expectation that girls should strive to do something
with their lives.
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However, where such communicated expectations are absent, where some sense of
hope or possibility about the future is not present, the prospect of having a baby, far from
being regarded as a negative, may well be seen as a positive. And that can be reinforced,
not only by the financial benefits that might come from the state for support for the child,
but, perhaps as importantly in the world which Anderson describes, by the status that a girl
gains with her peers, and by the extent to which she is seen within the peer group as coming
of age for the having of the child.

Anderson's descriptions of the attitudes of boys are chilling. Concerning pregnancy,
boys are described as generally, though not always, resisting owning up to being the father
of a child. Such owning-up would counter their hit-and-run exploitative peer-group ethic.
Also, paternity is often uncertain. Girls may or may not want to identify the real father.
Acknowledgement of paternity by the boy's family, often determined by his mother, may be
based upon the baby's appearance, with the child being incorporated into the boy's extended
family by the boy's mother if she thinks the baby looks like her son, and so on.

The general conclusion emerging from this kind of ethnographic observation is that
inner-city communities are complex, heterogeneous cultural contexts. Behavior around
issues of sexuality and childbearing are influence, but are far from being complete
deter + mined, by the provision of assistance from the state. There are large numbers of
families struggling against the economic and cultural odds to raise their children to live
decent lives, and many of these families are, despite their best efforts, failing at this task.

Values, Public Policy, and the State

Public policy is more than the implementation of technical solutions to the problems
of governance. It is also a powerful symbolic mechanism through which are communicated
the values and beliefs of a people. As George Will has famously put it: "Statecraft is
Soulcraft.” The means-end calculation of the social scientist or policy analyst is insufficient
to. provide a full account of what government does. Crucial also is the expressive content of
government actions. The actions taken by Congress in the next months regarding welfare
reform will represent a powerful expression about the duties and obligations of citizens, and
about the standards of conduct expected from individuals. These messages will both shape
and reflect the values of the citizenry

It is now widely accepted that placing upon welfare recipients the obligation to engage
in activities which limit their dependence is necessary and legitimate public policy. Far
from being punitive, as some liberal critics of this proposal allege, the imposition of such
obligation represents a keeping of faith with a social accord of mutual expectation. The key
point to recognize is that the state cannot escape the necessity to communicate some moral
message by the actions it takes, even if only by default. The failure to impose obligations
on recipients is also an action, which signals what is valued in society.

The audience for these normative messages is not limited to the set of people directly
affected, but extends to the entire population. Indeed, sustaining political support for public
provision to the needy requires the maintenance of some compatibility between the values
expressed through the policy, and the beliefs broadly held by the public. The conduct of
public policy also communicates something to the citizenry at large about the moral standing
of those persons directly reached by policy. In the case of welfare, structuring assistance so
that it leads to the eventual attainment of self-sufficiency by recipients actually shows
respect for the subjects of state action, and enhances the dignity of these persons. By
holding up a common standard of behavior to all citizens we evidence our confidence that
those who may now need our assistance are capable of becoming self-reliant. This avoids
the situation in which "we" who are capable of responsible conduct and of generosity, deign
to provide for "them” who, by virtue of their dependency are rendered objects of our
concern, but are not treated as responsible moral agents. The notion that to treat the poor
with dignity one must withdraw all constraint on the recipient and simply hand-over the
benefit unencumbered is in fact a contradiction. The absence of an enforced expectation that
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those in need will, in due course, join the self-supporting concedes that the needy are
incapable of actions regarded as minimally expected of ordinary citizens--hardly a dignified
posture.

Thus, in addition to providing direct economic incentives (via the tax code and
through the design of programs providing financial benefits), the state sets the moral
background within which civil society operates. But it is the civil sector of families,
community organizations, churches and various private philanthropic undertakings which
must do the real work of promulgating and instilling values. The role of the state, while
important in matters of public communication, is ultimately quite limited in matters of
transforming the values of individual persons. One source of this limitation is the fact that
encouraging "good behavior" intrinsically requires that discriminations be made among
persons based on assessments that are difficult, legally and politically, for public agencies to
make. Having distinguished between right and wrong in public rhetoric, it becomes
necessary in the concrete, ambiguous circumstances of everyday life to discern the extent to
which particular individuals have risen to, or fallen short of, our expectations. That is,
promoting virtue requires that standards be set and communicated, and that judgments be
made as to whether those standards have been met. The making of such judgments requires
knowledge about individual circumstances, and the drawing of distinctions between
individual cases, which may exceed the capacity of public institutions. Because citizens
have due process rights which cannot be fully abrogated, public judgments must be made in
a manner which can be defended after the fact, and which carry a high burden of proof as to
their legitimacy. Families and churches are not constrained to the same degree.

Consider the difficulty of a state-sponsored agent making the judgment as to whether a
welfare recipient has put forward adequate effort to prepare for and find a job. The
information available for this decision is generally limited to the observations of a social
worker, and the self-report of the welfare recipient concerning her activities, together with a
check on whether job interviews previously arranged have been pursued, etc. Beyond this,
very little information can be brought to bear. Action to limit the assistance due to a belief
that the recipient was not trying hard enough might not stand-up to subsequent judicial
review. (Indeed, such actions might not be carried-out be state employees who believed the
obligations thereby imposed were not appropriate.) But, of course, families and communal
groups providing help to the same individual would base their continued assistance, in part,
upon just such information. They would discriminate more finely than a state-sponsored
agent ever could between the subtle differences in behavior among individuals which
constitute the real content of morality and virtue.

This point is especially critical when behavioral distinctions may have a disparate
impact by race, and where charges of racial discrimination could arise. Anticipating these
charges, public agents may withdraw from the degree of scrutiny of individual behavior
which produced the racially disparate outcome. The fact is that the instruments available to
public agents for the shaping of character are coarse and relatively indiscriminate, in
comparison to the kinds of distinctions and judgments which people make in their private
social lives all the time. Moreover, the ways in which a public agent can sanction
individuals' dysfunctional behavior--withholding financial benefits primarily--may not be as
compelling as the threat of social ostracism and peer disapproval which is readily available
in private associations. The purpose of these observations is to caution against an overly
optimistic assessment of the power of legislation to reverse the regrettable trends in the
social behaviors of citizens.

It is also the case that state action is encumbered by the plurality of views as to what
constitutes appropriate values in our society. The public morality reflected in state action is
necessarily a "thin" conception of virtue, weak enough to accommodate the underlying
diversity of value commitments amongst the various sectors of our society. This contrasts
sharply with the "thick" conceptions of virtue characteristic of the moral communities in
which we are embedded in private life. The conflict over sex education illustrates this
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point. Introducing into the public schools in any large city a curriculum of sex education
that teaches the preferability of two parent families might be resisted by educators who
would cite the great number of their students from single parent backgrounds. Yet it is
arguable that these are the students most in need of hearing the authoritative expression of
such value judgments. Of course, the same would not be true of sex instruction undertaken
in a parochial school context.

My general proposition is that civil society and the state provide complimentary inputs
into the production of virtuous citizens. Legislators should look for ways to encourage
virtue by encouraging the development and expansion of those private, voluntary
associations within which the real work of character development is best done. Mutually
concerned persons who trust one another enough to be able to exchange criticism
constructively, establish codes of personal conduct, and enforce social sanctions against
what is judged as undesirable behavior, can create and enforce communal norms that lie
beyond the capacity of the state to promulgate effectively. The coercive and resources of
the state, though great, are not especially subtle..

I believe these considerations are especially critical for black Americans to recognize.
For, when one considers the great problems of our inner-cities, it is inescapable that at the
root of these problems lie dysfunctional behaviors of citizens which ultimately are not
amenable to state-sponsored remedy. This means, in my opinion, that the intellectual,
religious and civic leadership of these communities must embrace their responsibilities to
provide moral leadership, to an even greater extent than is already being done. Black
leaders must work, with public officials and with other Americans of good will, to build
communal institutions that can instill in our youngsters a normative framework sufficient to
allow them to partake of the great opportunities which this society offers.
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Chairman SHAW. Thank you, Mr. Loury.
Mr. Wilson.

STATEMENT OF JAMES Q. WILSON, PH.D., COLLINS PROFES-
SOR OF MANAGEMENT AND PUBLIC POLICY, UNIVERSITY OF
CALIFORNIA AT LOS ANGELES, LOS ANGELES, CALIFORNIA

Mr. WiLsON. Thank you, Mr. Chairman. I have not submitted
written testimony to the Committee, but I have asked your staff to
distribute and make available to you three statistical charts to
which I want to refer.

The theme of my remarks is that we must escape from two
views. First, we must escape from the view that we are debating
whether poverty or illegitimacy causes welfare, or that welfare
causes illegitimacy and poverty.

The real issue is what kind of behaviors are occurring and to
what extent welfare poverty, or other factors contribute to those be-
haviors. Second, we ought to escape from the view that we are
promising the American public a cut in the welfare rolls, a savings
in tax moneys or a requirement that the mothers of young children
work. Those may be desirable things, but what I think the Amer-
ican public expects of us is that we try to save the children, be-
cause we have put an entire generation and more at risk, and that
generation is in danger of reproducing itself.

Table 1 is a snapshot of the American public taken by the U.S.
Government in interviews of some 48,000 households. What it
shows is the percentage of children who have certain difficulties de-
pending on whether they were raised with both parents or were
raised by a never-married mother with no father. In every col-
umn—being suspended from school, having emotional problems,
displaying antisocial behavior—it is quite clear that the child,
whether male or female, whether white, black, or Hispanic, is at
much-greater risk of having these difficulties—prematurely ending
school, having emotional problems, engaging in antisocial behavior,
including delinquency—if that child lived with the mother only.

It is not on this chart, but I will add one note. Only at the high-
est income level, that is to say mothers earning over $50,000 a
year, the Murphy Brown income, if you will, is the child immunized
from the consequences of being raised with a single parent.

Table 2 is not a snapshot, it is a motion picture. It follows chil-
dren in this country over many years as part of the National Longi-
tudinal Study of Youth. The three columns show these children the
income levels of their parents-—the bottom 10 percent, the median
income, and the top 10 percent. And inside the boxes are numbers
reflecting the probability that a child of a certain income level with
a certain family structure will or will not have the highest levels
of juvenile delinquency, according to that child’s own reports.

And again you see that no matter what the income level is, chil-
dren raised by single mothers with no fathers present are signifi-
cantly more likely to be at the very highest level of delinquency.

The final table, table 3, puts this into a world context and rein-
forces the point that my colleague, Glenn Loury made. We are part
of a worldwide change in the family. This shows the percentage in-
crease in out-of-wedlock births from 1960 to 1992, from countries
as different as Australia, Canada, Denmark, Italy, Japan, the
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Netherlands, Switzerland, the United Kingdom, and the United
States.

Now, the conditions of growing up as an out-of-wedlock child dif-
fer in these countries, but throughout the world, we have seen a
fundamental shift in the attitude people have toward the impor-
tance of marital commitment. This underscores the difficulty of the
task of pushing on the thread in order to reweave the sweater.

Now, why is it that at any income level and for any racial group,
being raised in a mother-only family makes you worse off? There
are three reasons. First, resources. Two parents can provide more
love, more time, and more money than one parent. Second, role
models. Children, but especially young boys, need adult role mod-
els; young boys especially need fathers they can respect.

And third, community maintenance. A neighborhood that con-
sists of one or two single-parent families will not have its social
control threatened. But once you have created a neighborhood in
which all or most of the children are growing up in single-parent,
mother-only families, you are creating a neighborhood with men,
but no fathers. As a result, the social control that all communities
try to maintain is weakened, because the people who primarily pro-
vide that order, fathers who take responsibility for their children
and their neighborhoods, are absent.

Why has there been this increase in illegitimacy? Since it is a
worldwide phenomenon, it clearly is not because of a defect pecu-
liar to the United States. Since it has been going on since the early
sixties, in good times and bad, it clearly is not simply the result
of the business cycle or of changes in unemployment rates.

I believe it is the result of a change in the level of stigma or
shame that is attached to the idea of an out-of-wedlock child; I be-
lieve it is a result of a change in the commitment that the modern
family, especially the modern young family, brings to the marital
bond. I believe it reflects in part the availability of governmental
entitlements. But I do not think that reversing the entitlements, as
Professor Loury accurately said, can change all of the problems.

We must recognize that we have always had at-risk children. But
when that 800 pound gorilla, the Federal Government, walked into
the room with AFDC, it frightened away or pushed off into the cor-
ner many of the programs designed to help those children, and now
we forget that they ever existed.

For decades we have had charitable boarding schools where par-
ents could voluntarily place children who needed care. For decades,
we have had maternity homes, such as the Florence Crittendon
homes, where young women could live shortly before giving birth
and then for a year or so thereafter in order to learn how to take
care of their children.

We have had family shelters and group shelters, many of them
now being operated by religious groups. It seems to me that it is
incumbent on the Federal Government in redesigning the welfare
program to take advantage of those private initiatives and to en-
courage the States to experiment with those initiatives. The States
should be encouraged to fund family shelters and maternity homes,
to allow money to flow through churches, the Salvation Army, and
other groups, for the purpose of providing an environment in which
the next generation of children can grow up without being part of
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a world in which they learn from everything about them that they
have no reasonable expectation of marriage, that sex is about ac-
tion and not about commitment, and that fatherhood is less excit-
ing than being a free floating impregnator.

Thank you.

[The charts follow:]
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Table 1
Suspeuded Emotional Antisocial
—  FromSchool = Problems Behavior

Both Mother  Both Mother  Both Mother
Parents  Only Parents  Only Parents  Only

Males 64% 24.3% 3.3% 4.7% 27.5% 36.0%

Whites 4.1
Blacks 8.5
Hispanic 6.9
Below 5.0
$10K

9.1 27 6.8 235 270
18.2 23 33 28.6 374
‘ 16.5 1.5 6.3 28.1 34.1
16.2 23 54 23.8 379

SOURCE:  "Family Structure and Children's Health: United States, 1988",
Series 10, No. 178, National Center for Health Statistics.

DATA: 1988 National Health Interview on Child Health. Interviews with
adult household members for 17,110 children ages 17 and under
living in a sample of 47,485 households.

"Both Parents” = Child living with both biological parents
"Mother Only" = Child living with never-married mother and no father.
Table 2
CHANGES OF A WHITE MALR BEING A DELINQUNT,
BY FAMILY STATUS AND PARKNTAL INCOME
—— —  PARDNTAL INCONE 00000000 0

Esmily 3tatus Bottop 10% Medisn Iop 10%
Two Biological 8.1 8.8 9.2
Parents
Unmarried Mother 14.3 15.4 16.1
DATA: National Longitudenal Study of Youth. FPamily Status measured when

boy was age 14. Delinquency was self-reported; numbers in Table
are probability (e.g., chances in 100) of boy reporting more
delinquents than 30% of the other boys.
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Table 3

PERCENTAGE OF OUT-OF-WEDLOCK BIRTHS

1960-1992
: 1960 12 Change
Australia 5% 24% 19%
Canada 4 29 25
Denmark 8 46 38
France 6 33 2l7
Germany ‘ 6 15 9
Ttaly 2 7 5
Japan 1 1 ()}
Netherlands 1 12 11
Spain 2 10 8
Sweden 1 50 19
Switzerland 4 6 2
UK. 5 31 26
U.S.A. 5 30 25

SOURCE: Daniel Patrick Moynihan, "The Great Transformation,” The
American Enterprise, Jan./Feb., 1995. p. 41.
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Chairman SHAW. Dr. Bennett.

STATEMENT OF WILLIAM J. BENNETT, PH.D.,, CODIRECTOR,
EMPOWER AMERICA

Mr. BENNETT. Thank you, Mr. Chairman, ladies and gentlemen.
It looks like the moral of the story has been taken up by my col-
leagues, so as much as I am used to being asked to address that,
let me try to get a few facts on the table in addition to what has
already been brought up.

I agree with everything that has been said so far and I don’t
think anything of a political nature has yet been said by members
of this panel. I do want to say that the jurisdiction of this Commit-
tee does border on the jurisdiction of another problem which will
have to be addressed. If it is true that attention is going to have
to be paid to the welfare problem, and I congratulate you for pay-
ing that kind of attention, attention must also be paid to the drug
issue. You will not get ahold of the welfare problem unless you get
ahold of the open air drug markets and crackhouses.

If the places that Jim Wilson and Glenn Loury are talking about,
the homeless shelters, and the shelters for unmarried women and
their babies are places where drugs are readily available, we will
j\ﬁst compound our problem. So at another time we can talk about
that.

This March marks the 30-year anniversary of a report called the
“Negro Family: The Case for National Action,” which is also known
as the Moynihan Report. It is one of the most important pieces of
social science ever produced. This 78-page report offered by Senator
Moynihan, now the senior Senator from New York, then an Assist-
ant Secretary at the Department of Labor, concluded the breakup
of the black family constituted the single most important social fact
in the United States.

When the Moynihan Report was made public, Newsweek maga-
zine referred to its stunning numbers. The “New York Times” edi-
torialized that whatever the index of social pathology, it is appar-
ent that the Negro family in the urban areas of this country is rap-
idly decaying. William Ryan of Harvard, one of Moynihan’s most
prominent critics, warned of frightening statistics about broken
Negro families, illegitimate Negro children and Negro welfare re-
cipients. Martin Luther King, Jr., categorized the existing break-
down of the Negro family as a social catastrophe.

That was then, consider now. In 1991, 68 percent of all black
births were out of wedlock. Only 6 percent of black children born
in 1980 will live with both parents through age 18, according to
some projections, and more than 70 percent of black children will
have been supported by AFDC payments at one point or another
during childhood.

In recent testimony at a Senate Finance Committee hearing
chaired by Senator Moynihan, Professor Lee Rainwater of Harvard
predicted that by the end of the century out-of-wedlock birth rates
for minorities will be 80 percent, while the out-of-wedlock birth
rates for Americans as a whole will be 40 percent.

The Moynihan Report had little to say about the white family
save that the white family has achieved a high degree of stability
and is maintaining that stability. Alas, Mr. Chairman, that stabil-
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ity has now dissolved. During the intervening 30 years, white fam-
ily structure has been severely eroded by high rates of illegitimacy,
divorce, desertion, and welfare dependents.

White illegitimacy, for example, has increased from 4 percent in
1965 to 22 percent in 1991. The percentage of white females who
are divorced has risen sharply. If these trends continue, they will
have even more serious consequences for American society than the
decline of the black family, since whites constitute a much larger
segment of the population.

This rapid and massive collapse of family structure is without
precedent among civilized nations. Qur country cannot sustain it;
no country can. No society has ever survived with single parent-
hood as the norm. The American public in general, and the black
community in particular, would surely give its collective eyeteeth
to wake up one morning and again face the frightening statistics
of 1965. Those so-called frightening statistics, Mr. Chairman,
would be good news today.

The Committee should consider this question: What words can
adequately describe the situation we are in now if frightening sta-
tistics describe 1965? If social catastrophe was what Moynihan
called the situation three decades ago, how do we describe it today?
Well, this report, the Moynihan Report, places our current situa-
tion in historical context and it clearly reveals two things.

One is that the Nation has taken a ruinous social slide over the
last three decades. The other is that we have become in many ways
inured to the trauma. One thing we need to guard against is view-
ing these out-of-wedlock birth rates as sterile or abstract numbers,
because behind these numbers there are real life stories, tragedies,
wasted lives. Although single women can do a fine job raising chil-
dren—my mother was divorced, she raised my brother, Bob, and
me, it is a lot harder to do alone. We know also that the chances
of successfully raising children in a single-parent home are not
nearly as good as raising children in a two-parent home. Every civ-
ilized society has understood this. They have known too that you
cannot raise young boys to become responsible men unless there
are other men, good men in their lives. Jim Wilson has spoken to
that already.

I think the relevant question for this Committee then, Mr. Chair-
man, is the degree to which welfare programs have unwittingly
promoted illegitimacy. I think a strong case can be made that wel-
fare has contributed a lot to illegitimacy. It sustains it and it sub-
sidizes it, and what you subsidize you usually get more of.

Welfare is illegitimacy’s economic life support system. I believe
that the intellectual debate about the role of welfare and illegit-
imacy is essentially over. President Clinton helped end it when he
said in an interview,

I once polled 100 children in an alternative school in Atlanta, many of whom had
had babies out of wedlock, and I asked them, if we don’t give any AFDC to people
after they have had their first child, how many of you think it would reduce the
number of out-of-wedlock births? Well over 80 percent of the kids raised their

hands. There is no question that ending welfare for single mothers would work. The
question is, is it morally right?

That is a good question. I believe the answer is yes.
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There are a number of sound policy options from which to choose.
I would very much like to see a radical devolution of power, that
is, return power, money, and responsibility back to the States,
those laboratories of democracy. In any case, Mr. Chairman, we are
now engaged in a vigorous debate about the best means to reform
welfare, but it is important that we keep in mind the end game,
namely, sometime soon we want welfare to end.

When it does, we can judge those policies and their broad social
implications against reality. Mr. Chairman, our welfare system is
the most pernicious government program of the past quarter cen-
tury. It is also ironically one of the best intentioned. We have lost
large parts of an entire generation because of the terrible human
wreckage left in its wake. Enough is enough. It is time to pull the
plug—for the sake of the children. Let’s get to it.

Thank you.

{The prepared statement follows:]
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TESTIMONY OF WILLIAM J. BENNETT
EMPOWER AMERICA

Mr. Chairman and Members of the Committee:

It is a pleasure to address this committee on a subject of enormous importance. Ilegitimacy
is the single most destructive social pathology in modem American society. 1 appreciate the
Committee’s decision to focus attention on this issue, and the willingness of many of you to
tackle it head-on.

Mr. Chairman, 1 believe that any meaningful reform of our current welfare system must
address the problem of illegitimacy. My statement will thus focus on the significance of the
increase in illegitimacy; the attendant human cost; and the role of our current welfare system
in sustaining and perpetuating illegitimacy.

The Increase in Ilegitimacy

This March marks the 30-year anniversary of “The Negro Family: The Case for National
Action” -- also known as the Moynihan Report, one of the most important pieces of social
science ever produced.

This 78-page report, authored by Daniel Patrick Moynihan, now the senior senator from
New York but then an assistant secretary at the Department of Labor, concluded that "[The
break-up of the black family] is the single most important social fact of the United States
today.... At the heart of the deterioration of the fabric of Negro society is the deterioration
of the Negro family. It is the fundamental source of weakness of the Negro community at
the time.... The family structure of lower class Negroes is highly unstable, and in many
urban centers is approaching complete breakdown.”

When the Moynihan Report was made public, Newsweek magazine referred to its "stunning
numbers.” The New York Times editorialized that "whatever the index of social
pathology...it is apparent that the Negro family in the urban areas of this country is rapidly
decaying.” William Ryan of Harvard (one of Moynihan’s most prominent critics) warned of
“frightening statistics about broken Negro families, illegitimate Negro children, and Negro
welfare recipients." Martin Luther King, Jr. categorized the existing breakdown of the
Negro family as a "social catastrophe.”

That was then. Consider now.

In 1991, 68 percent of all black births were out-of-wedlock. Only 6 percent of black
children bom in 1980 will live with both parents through age 18, according to some
projections. And more than 70 percent of black children will have been supported by AFDC
payments at one point or another during childhood. In recent testimony at a Senate Finance
Committee hearing chaired by Senator Moynihan, Professor Lee Rainwater predicted that by
the end of the century out-of-wedlock birthrates for minorities will be 80 percent, while the
out-of-wedlock birthrate for Americans as a whole will be 40 percent.

The Moynihan Report had little to say about the white family save that "the white family has
achieved a high degree of stability and is maintaining that stability.” Alas, that stability has
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now dissolved. During the intervening 30 years, white family structure has been severely
eroded by high rates of illegitimacy, divorce, desertion and welfare dependence. White
illegitimacy, for example, has increased from 4 percent in 1965 to 22 percent in 1991. The
percentage of white females who are divorced has risen sharply. If these trends continue
they will have even more serious consequences for American society than the decline of the
black family, since whites constitute a much larger segment of the U.S. population.

This rapid, massive collapse of family structure is without precedent among civilized nations.
Our country cannot sustain it; no country can. The American public in general -- and the
black community in particular -- would surely give its collective eye teeth to wake up one
morning and again face the "frightening statistics” of 1965. Mr. Chairman, the committee
should consider this question: what words can adequately describe the situation we are now
in? If "social catastrophe” described the situation three decades ago, what words can possibly
describe our much worse situation now?

The Moynihan Report places our current social situation in historical context, and it clearly
reveals two things: one is that the nation has taken a ruinous social slide over the last three
decades. The other is that we have become in many ways inured to the trauma.

The Human Cost

One thing we need to guard against is viewing these out-of-wedlock birth rates as sterile or
abstract numbers. Behind these numbers there are real-life stories and tragedies and wasted
lives. Although single women can do a fine job raising children -- my mother was divorced
and raised my brother Bob and me -- it is a lot harder to do it alone. And we know that the
chances of successfully raising children in a single-parent home are not nearly as good as
raising children in a two-parent home. Every civilized society has understood the importance
of keeping families together. They have known, 100, that you cannot raise young boys to
become responsible citizens unless there are other good men in their lives -- men who will
spend time with them, discipline them and love them.

There is a large economic dimension to illegitimacy. Children in single-parent families are
six times as likely to be poor as those in intact families; and far more likely to stay poor.
Consider just two Census Bureau facts: (1) the family income of black two-parent families is
almost three times the family income of white single-parent families; and (2) children in
white single families are two-and-a-half times more likely to be living in poverty than the
children in black two-parent families. The 1991 median family income for two-parent
families was $40,137. For divorced mothers, it was $16,156. And for never-married
mothers, $8,758.

But there is more -- much more -- than economics involved. Children in single-parent
families are more likely to drop out of school; do poorly while they are in school; have
emotional problems; become criminals; use drugs; be a victim of violent crime; and be
physically and sexually abused. In short, we are producing a lot of "at risk” kids. And as
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John J. Dilulio, Jr., professor of politics and public affairs at Princeton University, recently
wrote, "they become juvenile and adult violent crime victims and criminal predators. They
end up jobless and on welfare. They do drugs and get sick. A high fraction of the black
males finish life in prison (nobody visits) and dead (nobody mourns) well before their time."

The Role of Welfare

One of the reasons that I have some confidence in the direction the nation is heading on
welfare is that increasingly there is agreement on two important premises. The first is the
widespread acceptance of overwhelming empirical evidence: the current system is a complete
failure. We have spent enormous sums -- $5 trillion -- over the past three decades on
welfare programs, and what do we have to show for it? An underclass which is much
larger, more violent, more poorly educated and which consists of many more single-parent
families.

The second area of agreement is on an important moral principle: having children out-of-
wedlock is wrong. Not simply economically unwise for the individuals involved, or 2
financial burden on society -- but morally wrong. Even Secretary of Health and Human
Services Donna Shalala, she of impeccable liberal credentials, said in an interview that "I
don’t like to put this in moral terms, but I do believe that having children out-of-wedlock is
wrong.” I hope that the administration and the Congress enacts legislation which is
intellectually consistent with that analysis.

The relevant question for this committee, then, is the degree to which welfare programs have
(unwittingly) promoted illegitimacy. I think a strong case -- a commonsense case -- can be
made that it has contributed a lot. Welfare may not cause illegitimacy, but it does make it
economically viable. It sustains it and subsidizes it. And what you subsidize you get more
of. Welfare is illegitimacy’s economic life-support system.

I believe that the intellectual debate about the role of welfare in fostering illegitimacy is
essentially over. President Clinton helped end it when he said in an interview that "I once
polled 100 children in an alternative school in Atlania -- many of whom had had babies out-
of-wedlock -- and 1 said, ’If we didn’t give any AFDC to people after they had their first
child, how many of you think it would reduce the number of out-of-wedlock births? Over
80 percent of the kids raised their hands. There's no question that {ending welfare for single
mothers] would work. The question is...is it morally right?" That is a good question -- to
which the answer is "yes." It is morally right because many more people would live better if
we scrapped the current system, which subsidizes out-of-wedlock births.

I believe that making adoption easier is an essential and compassionate part of welfare
reform. Adoption is the best alternative we have to protect a child's interest in a post-
welfare world. The demand is virtually unlimited (at least for very young children), but
current laws make adoption exceedingly difficult. Lifting restrictions on interracial adoption
and easing age limitations for adoptive parents will help ensure that large numbers of
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children will be adopted into good, stable, loving homes. And for older children we must
invest generously in the kinds of congregate care and group homes that provide order and
love.

I will admit that there are easy answers on this issue; every reform will involve some social
dislocation. The fact is, no policy proposal is free of a potential downside. Unfortunately,
we have inherited a disaster.

My own view is that ending welfare is prudent and humane -- prudent because the social
science evidence is in: illegitimacy is the surest road to poverty and social decay. And
welfare subsidizes and sustains illegitimacy. It is humane because, again, many more people
would live far better lives if we scrapped an entire system that subsidizes out-of-wedlock
births. Here's "tough love” on a large scale: end welfare, and young girls considering
having a baby out-of-wedlock would face more deterrents, greater social stigma and more
economic penalties arrayed against them if they have babies. There would, therefore, be far
fewer births to unwed mothers, and far greater life opportunities for those girls.

I applaud the new Republican majority for taking serious steps toward dismantling the
current welfare system. That you are willing to re-examine the core assumptions of current
welfare policy is very good news indeed, as is the fact many Republicans are challenging the
idea that AFDC, housing subsidies and food stamps should retain their status as open-ended
entitlements. While I don’t embrace every part of the welfare proposal outlined in the
“Contract for America," I believe it is a good start. It is far better than what we have now.

There are a number of sound policy options from which to choose. I would very much like
to see a radical devolution of power -- that is, return power, money and responsibility back
to the states, those “laboratories of democracy," where the most innovative and impressive
reforms are taking place. [ think that you'll agree that the governors have a far better track
record than the Congress when it comes to implementing genuine welfare reform. [ have
outlined here some of the broad policy outlines which I would like to see states embrace.
But we should give states the freedom to experiment; what works in Utah, after all, may not
work nearly as well in New York.

We are now engaged in a vigorous debate about the best means to reform welfare. But it is
important that we keep in mind the end-game; namely, sometime soon we want welfare 10
end. When it does we can judge those policies, and their broad social implications, against
reality.

Mr. Chairman, our welfare system is the most pernicious government program of the past
quarter century. (It is also, ironically, one of the most well-intentioned). We have lost large
parts of an entire generation because of the terrible human wreckage left in its wake.

Enough is enough. It’s time to pull the plug. For the sake of the children.

Let’s get to it.
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Chairman SHAW. Thank you, Dr. Bennett, and I thank also Mr.
Wilson and Dr. Loury.

Mr. Camp, would you care to inquire?

Mr. Camp. Thank you, Mr. Chairman. Professor Loury, can you
tell me why the rate of illegitimate births rose sharply in the late
eighties? Has your analysis allowed you to draw any conclusions in
that regard?

Mr. Loury. Mr. Camp, no, I can’t. I am not aware of any analy-
sis that has specifically, in the technical literature, that has specifi-
cally addressed that question, nor can I think offhand of anything
obvious that has changed in the environment of the late eighties
to which one could attribute.

Mr. Camp. All right. Dr. Bennett, you mentioned the drug prob-
lem. My question is, how has the current welfare system contrib-
uted to the rising crime rate and drug abuse in America, and what
factors may have been involved?

Mr. BENNETT. Well, Mr. Camp, I think any police sergeant in the
country will tell you that the day the welfare checks go out is a
big day for drug buys. That is just the way it is. That is just the
way the world works, and it has been in the drug literature. You
know we have a phrase called “enabling behavior.” Unfortunately,
in the case where people have reached bottom or close to bottom,
they use what money is available to buy drugs.

Second, the neighborhoods in which you are trying to do con-
structive and positive things, are beset by open air drug markets,
by the presence of criminals, and the like. Good people don’t want
to be on the streets. They may not want to walk to church or take
that course in remedial education because of the threat on the
street.

When I was Drug Czar, Mr. Camp, whenever I went to a city—
and I went to 105 cities—I would ask to be taken to the worst
place. The place I almost always ended up was public housing.
There was the world Jim Wilson described, a place of women and
children. There were no men there, except of course the day we got
there, when there were lots of cops, local bureaucrats, camera
crews and so on. But about the only men around on a daily basis
were the drug predators who were waiting to make their easy hits.
So at least in those ways the two are connected, and in other ways
too.

Mr. Camp. Thank you. Dr. Loury, I appreciated your testimony
and the complex factors that have resulted in some of the problems
you are discussing today. Would you agree with the statement that
welfare subsidies sustain illegitimacy?

Mr. LouRry. Yeah. The statement is true almost by definition in
the sense that the entitlement status of the mother who presents
herself with the child born out of wedlock and is therefore able to
receive the check both provides a direct subsidy and also becomes
a lifeline, becomes a way of sustaining herself in that condition. So
that is certainly true.

Mr. CaMP. Thank you. Thank you, Mr. Chairman.

Chairman SHAW. Mr. Ford.

Mr. ForD. Thank you very much, Mr. Chairman. Mr. Bennett, in
your testimony you stated that the social science evidence says ille-
gitimacy is the surest road to poverty and decay. I would like to
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take issue with that statement and point out that according to the
most respected social scientists, just the opposite is true. That is,
poverty and decay are the surest roads to illegitimacy.

I guess in the most recent data, 1988, the National Center for
Health Statistics indicates that most teens do not want to get preg-
nant for any reason. In fact, 85 percent of these teen births are un-
intended. That means only 15 percent were intended and out of the
15 percent, half of those births were to teens 18 and 19 who were
in fact married.

Mr. BENNETT. What is your question, sir?

Mr. FORD. Well, you make this statement that the surest road to
poverty is through this out-of-wedlock birth.

Mr. BENNETT. You don’t think that is true?

Mr. FORD. Well, it is clear that among teenagers from the ages
of 15 to 18 in many cases, in the majority of the cases that, yes,
that is true. But when you have to say that these kids are in pov-
erty, then the teenage—I mean the teen pregnancies take place
and once again they are still in poverty; it is not teen pregnancy
and poverty, it is poverty and pregnancy.

Mr. BENNETT. But it may sure go a long way toward keeping
them in poverty. I mean we do, Mr. Ford, know some things about
what improves your chances of getting out of poverty, and I think
the literature—I am going to have to yield to James Wilson or Pro-
fessor Loury here, they can comment as they wish, but I believe
the literature is pretty clear that if you are in poverty and want
tofget out of poverty, there are certain conditions you need to sat-
isfy.

There are not a whole lot of them, but they are pretty straight-
forward. Finish high school, get a job or marry someone who has
a job and don’t, if you are a woman, don’t get pregnant before you
get married. And I think that if you observe those conditions, your
chances of moving up in American society are pretty good. If you
don’t, I think they are pretty bad. But on the overall social science
evidence, I would like to yield to my colleague.

Mr. ForD. Should we take some preventive measures, though,
before these teen pregnancies take place and let’s take a closer look
at 1Iavhat Head Start does and how we can educationally, so-
cially——

Mr. BENNETT. Sure. We should take a hard look at the evidence,
we should take a hard look at programs. I will tell you one of the
best programs I know of is a program my wife runs in this city
called Best Friends. It is a program for teenage girls in the District
of Columbia and it has an extremely low rate of pregnancy among
the girls who participate.

There are programs like this around the country. They need to
be rigorously evaluated and assessed, but I believe it has been
demonstrated that there are programs that can encourage young
women in the direction they ultimately want to go.

Mr. FORD. Mr. Wilson, you talked about out-of-wedlock births in
15 European countries in your testimony with the charts from the
Moynihan data. It is clear that out-of-wedlock births are high in
other countries, but when you look at those teenage pregnancy
problems and that other countries have generous welfare benefits,
certainly it is not equal to the percentages that we are faced with
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in this country if we are looking at just the welfare benefits them-
selves when we talk about how we ought to cap families simply be-
cause children are having children for the sake of welfare benefits.

With generous benefits you see in other countries as you stated
in your testimony, you will see that our teenagers are having a
much higher rate of teenage pregnancy problems than they are
faced with in other countries that have much more generous wel-
fare benefits.

Mr. WiLsoN. That is quite correct, Mr. Ford. That is why I want-
ed to focus my testimony not on the relationship between money
and pregnancy or money and welfare, but rather on the relation-
ship between out-of-wedlock births and behavior. Because even in
these other countries, in Sweden, in the United Kingdom, children
born out of wedlock to a mother who never marries, are increas-
ingly at risk for delinquency.

Mr. ForDp. And they are taking other steps in early childhood
education, they have been able to give child allowances and protect
the children before the teenage pregnancy problem takes place.

Mr. WILSON. The problem is not whether we want to prevent
teenage pregnancy, the problem is whether we prevent it among
young women who never get married, because in no matter what
country you do that, you are putting the child at risk, and reducing
the risk to the children ought to be our primary goal.

Mr. Forp. Why do you think cutting welfare benefits from teen-
agers would force this problem to go away?

Mr. WILSON. I don’t believe that taking welfare benefits away
from teenagers would cause the problem to go away. I think it
might ameliorate it. I think we don’t know enough yet about what
would make this problem go away and that is why I would like to
see the widest possible experimentation at the State and county
level with the Federal Government serving as a monitor and eval-
uator to see whether, instead of sending welfare checks to the
young girl, it helps to send them to family shelters in which the
mother and her child are raised in an environment that promotes
a different set of expectations for the child and absolutely protects
them from the drugs and alcohol in the streets.

Mr. Forp. That family shelter that you are talking about would
mean the mother and the child?

Mr. WILSON. Of course, of course. Oh, absolutely.

Mr. Forp. Thank you, Mr. Chairman.

Chairman SHAW. Mr. McCrery.

Mr. McCRERY. Thank you, Mr. Chairman, and thank you, gentle-
men, for your testimony today. Before I ask some questions, I just
want to make it clear to anyone who may be listening to this dis-
cussion that the bill under consideration, or that at least was at-
tached to the Contract With America, does not call for cutting off
Medicaid to children who are born to teenage single women and
does not call for cutting off food stamps. It only calls for cutting off
cash AFDC benefits and housing subsidies, that is it. So we are not
talking about throwing these kids out on the street completely, not
giving them any support at all—we are just talking about cash and
housing subsidies.

Now, having said that, I would like to clear up at least a ques-
tion that I have. I think Dr. Bennett directly addressed the ques-
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tion of whether cutting off cash would contribute to solving the
problem or not—or perhaps ameliorating the problem of teenage
pregnancy, illegitimate births in this country.

But Dr. Loury, you and Mr. Wilson kind of hinted around, but
you never really hit it squarely. I would like to know from you, do
you think that the steps that are outlined in the proposal that we
are talking about, taking away cash benefits and housing subsidies,
would have any effect, any positive effect on the rate of illegitimacy
among teenagers in this country?

Mr. Loury. Well, I think it is hard to say with any precision be-
cause we don’t have scientific evidence. My gut is it would have
some effect because it makes it now more difficult for the mother
to contemplate. And so the incentives for her are moved in the
right direction. But I am doubtful that it will have a big effect. We
can argue about what is big. Big enough to make us think that we
really made a dent in the problem. That is my sense of it.

Mr. WiLSON. Could I add one thing?

Mr. McCRERY. Sure.

Mr. WILSON. The State of New Jersey has experimented with a
cap on welfare benefits, denying extra benefits or increased bene-
fits to a second child born to a woman already on welfare. Professor
June O'Neil of Baruch College has written an evaluation of this,
which you may be familiar with, and she does find some effect. It
is a fairly well-done study with the usual scientific controls. This
suggests to me that what common sense suggests is true; that if
people can’t get money for having more children, they are less like-
ly to consider having them.

But I want to endorse Professor Loury's view that neither her
data nor any other data that I know of suggests that zeroing out
the cash benefit or even materially reducing the cash benefit will
make a dramatic difference, at least in the short run, as to how
many children are born out of wedlock. Because if this is a world-
wide phenomenon, if it is the result of some cultural redefinition
of what marriage and commitment is all about, we can’t expect
that changing the cash income of a family by $100 or $200 a month
is going to make that big a difference. It seems to me that we have
to think about changing the character and the commitment because
that will make a bigger difference. The best way to do that——

Mr. McCRERY. Unfortunately.

Mr. WILSON [continuing]. Is to resocialize those children.

Mr. McCREeRY. If I might grab back my time. Unfortunately,
some of those things aren’t within the power of this Subcommittee.
The welfare program is, though. And so I am going to take the lib-
erty of saying that you both agree with me that at least this would
be a positive step toward fighting the problem of illegitimacy in
t}l:is country. And if you disagree, I will give you a chance to say
that.

Dr. Bennett, one word from you, though, about your suggestion
and your praise of the move toward devolution of authority for
these programs to the States. I agree that the best system would
be for the States to handle these programs, for the States to raise
the revenues to support these programs and for the States to create
them and manage them.
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However, we are a long way from there, I think. While I agree
with your general statement that devolution of power to the States
is desirable, I think, at least for now, we need to have some guide-
lines from the Federal Government to the States, such as a work
requirement, such as time-limited benefits, such as no cash to teen-
agers having babies. Do you agree with me that we ought to, at
least for now in maybe a transition period, attach a few strings to
the money that we give back in block grants to the States?

Mr. BENNETT. Yes, you may decide that is the most plausible
way to go. I think that in many ways the political question, Mr.
McCrery, turns on what you think you can work out most coopera-
tively with the Governors. I would think in terms of principles
rather than rules in terms of your guidelines, because I think it is
important to let the States try some things. About the only suc-
cesses we have, I think you will agree, in this whole universe of
welfare have come from State initiatives. The evidence shows that
there have been some successes, some modest improvement in New
Jersey, in Michigan, in Wisconsin. So I would want to encourage
in that direction.

We also need, as Professor Loury said, to try a host of different
things, different kinds of institutions. Remember, your task here is
finite. You cannot fix this problem. You are only the Federal Gov-
ernment. This is a cultural problem. It is a moral problem of tre-
mendous dimension. You cannot, if you do everything right, end il-
legitimacy in this country because of the other things that are in-
volved. Do not commit the fallacy of the sufficiency of government,
now a Republican sufficiency of government substituting for a
democratic sufficiency of government.

Mr. McCRERY. I agree with that. However, surely you wouldn’t
suggest that we allow the present system to continue as it is?

Mr. BENNETT. No, sir. I think that is what is critical, is that we
look at the present system. When people say what will happen
here, what will happen there, what will happen to this child, what
will happen to that child, against what standard, Mr. McCrery? It
has to be judged against the current standard. Look at what the
last 30 years have wrought. Look at the body count. And then try
some things. Whatever you do, don't stay the course.

Mr. McCRrERY. Thank you. We are going to have to recess for just
a moment. The next questioner will be Mr. Collins followed by Mrs.
Kennelly. We will recess for as short a period as possible. Probably
about 10 minutes.

[Recess.]

Chairman SHAW [presiding). If the guests could be seated and
the Members take their places, we will commence with the ques-
tioning.

OK, Mr. Collins, you will inquire, followed by Mrs. Kennelly.

Mr. CoLLINS. Thank you, Mr. Chairman.

Mr. Wilson, you mentioned both compassion and responsibility,
the fact is that this Nation is one of compassion. All of us are very
compassionate when it comes to people who are in need. But with
compassion comes good intentions. There is an old saying that the
road to the poorhouse was paved with good intentions. And I think
that is what has alarmed this whole Nation—the fact that many



168

things that we do out of compassion and out of good intent have
led us into a deficit situation. This Nation is flat going broke.

Also, in the area of responsibility, I think the Nation as a whole
wants to see more responsibility, more responsibility from the indi-
vidual in the area of families. And I think some of the ideas that
we are trying to put forward which will stop giving cash benefits
to certain people of certain age groups may, in some way, assist
with that responsibility. Do you not agree with that?

Mr. WILSON. I share your view that it is desirable to reawaken
our sense of responsibility and not to have programs that erode it.
My view is, however, that to get from this world where that sense
of responsibility has broken down to that world in the bright future
where it will be alive and well and require no government program,
we have to move through several stages of rebuilding generations
that are now at risk for being lost. And it seems to me one of the
reasons why I would like to see some part of cash benefits go to
fund family shelters is because I believe that the fundamental mis-
take we are making is to think that the government can act on the
individual directly.

The government can best act through mediating institutions. I
would like to see the generation of children born yesterday, about
the same time my grandson was born, and the generation that is
going to be born next raised, if they are at risk, in an environment
where they are taught responsibility, as well as compassion, and
protected from drugs and alcohol and grow up not believing if you
are a male that a sign of respect and reputation in your neighbor-
hood is your ability to impregnate more than five women.

Mr. CoLLINS. I agree with that. I have no problem with that.
That leads me to the next phase of my questioning, and that is that
in the steps that you mentioned, it is kind of common knowledge
that we are overall at least a generation away from making an
overall change in the situation. In the attempt to change that gen-
eration, based on what has happened in the last 30 or 40 years,
should we phase in steps to make those corrections? And any of
you can join in. And I want to give you an example of phasing in.
The Georgia Legislature, in 1992, on an education bill that was
going through, put a provision that just simply said that the year—
in the year beginning 1996 that any child who was 16 years of age
who dropped out of high school or did not enter into some other
type of educational program, like a GED equivalency, and they
were on—receiving AFDC benefits, they would lose those cash ben-
efits.

Now, the key point was 1996. That left the gap for those who
were 16 to 20 to be phased out of the system and not affected. It
also gave 4 years for those who would be entering into that situa-
tion the thought that they need to prepare to finish school or con-
tinue their education. Do you think there are other areas that we
could do that type of phasing out or phasing in of programs that
would assist people and still shift some of the responsibility?

Mr. WILSON. I think there are many such programs. I think we
might want to phase in a program where the AFDC check must be
given on condition that the father has been unambiguously identi-
fied so that at least child support can be collected.
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Mr. CoLLINS. The question is, though, at what point in the future
should these types of regulations or changes in law go into place?
Should they be immediate? Should they be 2 years, 4 years out?

Mr. WILsON. I don’t think we yet know enough to have one na-
tional rule that fits all the States. What we have learned about the
relationship between welfare and work and the promise of certain
workfare programs was the result of State initiatives extracted
from a reluctant Federal Government. What we know about poten-
tial welfare caps were State initiatives extracted from a reluctant
Washington.

What I would like to say is not, “What is the date certain by
which these things should be phased in?” but how best, using our
fiscal resources and legislative imagination, can we encourage a
sufficiently radical level of State experimentation so that in 1996
or 1997 we really know what works.

Mr. CoLLINS. Thank you.

Chairman SHAW. The time of the gentleman has expired. This
panel can only be with us approximately another 20 minutes. They
have another commitment requiring them to leave at 11:40, so if
we could expedite the questions.

Mrs. Kennelly.

Mrs. KENNELLY. Thank you, Mr. Chairman.

Mr. Chairman, I don’t want you to think that my willingness to
go along with regular order did not highlight my disappointment
that there was not another witness at this table. I can’t speak for
Dr. Loury or Dr. Wilson, but I know Dr. Bennett as millions of
Americans know him on television.

You not only do not mind a different philosophical viewpoint, you
delight in it. And I think this problem before us that we want to
solve needs every philosophical point of view and every idea that
we could have. So I would hope we could get one of our representa-
tives just so we could have more ideas.

I was listening to you, Mr. Wilson, about what happens when
you have a community where you have more than you need, obvi-
ously, and more than you would want of unwed mothers with chil-
dren and you said that the first person to step in at a certain point
is the police. And I just would like to keep the record straight, hav-
ing looked at this question and having been studying this question
for years, especially as a city councilwoman and living in an urban
center, the grandmother is often the intervener, the protector, the
one that tries to make it work when it falls down for the child. And
so I would just like to give her credit, because she is the one who
tries to keep the police from the door often.

Having said that, there is one other thing I would want to say.
I would hope that as we move together—all of us want to lower the
number of out-of-wedlock births. There is no doubt about it. It has
gone beyond acceptability, it has gone beyond what we can handle.
But in the process, let’s don’t stigmatize the child as it used to stig-
matize you if you were illegitimate. The Catholic Church wouldn’t
ordain somebody that was illegitimate. I couldn’t figure that one
out, but that was the way it was. And T would think no matter how
conservative you are, you would know that there are going to be
unintended births, we have to deal with that.
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The other day we had a panel of experts on adoption, and they
were here about the tax credit in the Contract for adoption, and we
all think that is—that it is a good idea for special needs children
especially. But these experts kept getting back to the fact that they
were afraid that the adoption assistance program that we have in
place for special needs children would be hurt and that if we
didn’t—if we just gave across-the-board credit and we didn’t give
to it the special needs, those children would be in foster care and
be hurt. When I asked these experts if they thought this plan to
have a child under 18, not have assistance, insisting that the
child—and it is a child, 15, 16 years old, in the home, we asked
them did they think it would increase adoption, they said no. What
they were afraid of is that the child would be in the home. Because
every mother loves their child, and the child would stay there for
maybe 2 years, then be put up for adoption when they are a special
needs child. We know some of these homes are dysfunctional
homes. Have you thought out what we do—now, I know what you
are saying, Mr. Wilson, nonprofits. Do you think there is a possibil-
ity that we will come up with any funding for a home for the moth-
er and the child so the atmosphere can be a good atmosphere? I
mean, what do we do if this—in our haste to reform, we get more
special needs children and that is—that is the result and we are
looking around at that some years from now?

Mr. BENNETT. Well, let me comment first, we may disagree. 1
hope we will restigmatize, Mrs. Kennelly. That is the only way I
can put it. Not the child. You should not stigmatize the child. They
should not be stigmatized or blamed for things.

Mrs. KENNELLY. You hope we will restigmatize?

Mr. BENNETT. No, the child should not be stigmatized. You
should not be blamed for things over which you have no respon-
sibility. But unless we start stigmatizing these men, for example,
the men Jim Wilson cited who think it is a show of macho and
maleness to impregnate five women, unless we can as a society
stand there and say this is wrong, we are finished as a society if
we don’t know that fundamental difference.

Mrs. KENNELLY. Dr. Bennett, I thank you for saying that.

Mr. BENNETT. Good.

Mrs. KENNELLY. Because in the Contract, we don’t even address
that. It is all the woman’s responsibility. I thank you for that.

Mr. BENNETT. Well, I am glad we agree on that. It is a very im-
portant part of it. As with the drug war, as Mr. Rangel can remem-
ber, it was only when we got to the point where we could say drug
use was wrong that we started to make some progress.

Mrs. KENNELLY. Thank you for that, too. Because along this re-
form area that we are going, we have preventive drug programs
that look like they might be under attack, also. And Dr. Bennett,
I live in a city. I know how hard it is to get that young woman from
her bedroom, her living room

Mr. BENNETT. Right.

Mrs. KENNELLY [continuing]. Out to the street when those drug
dealers are there. That is when impregnation often happens, when
those people are around, don’t have drug training. Go into the pris-
ons on a drug charge and come out as a serious drug user. So
thank you for that, too. I hope you talk to people who you influence
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and make sure they are aware of unintended consequences as we
move toward the need for reform.

Mr. BENNETT. We are bound to have unintended consequences
pretty much no matter what we do. But the thing that I want to
emphasize is that the burden of proof has got to be on anyone who
wants to say that we shouldn’t experiment, we shouldn’t try dif-
ferent things, that the current system is fine. On grounds of body
count and compassion, the current system has to end.

Mrs. KENNELLY. [ agree with that, too, sir.

Chairman SHAwW. The time of the gentlelady has expired.

Mr. English will inquire.

Mr. ENGLISH. Thank you, Mr. Chairman.

Secretary Bennett, many in the welfare reform debate, particu-
larly on the left, seem to be associating compassion with aggregate
levels of Federal spending on welfare programs. In your view, is it
possible to reform the current spending levels for welfare?

Mr. BENNETT. Yes, I imagine you could. Money is not the issue,
to me. That is not the part I care about. I think the American peo-
ple would be happy to pay the bill that they are paying now if it
worked. We have been upping this bill for 20, 30 years. I think if
we were getting results, the American people would say fine, pay
it. But things are getting worse, not better.

My guess is—my guess is that you could probably do it for less,
but it all depends. It depends a lot, I think, on what gets funded,
what takes the place of things that are now being funded. Some
things will be more expensive, some won't be expensive at all.

I just want to make one point. The single most effective thing
that can happen to a person is for that person to examine his or
her own conscience and decide they want to change their lives. I
am thinking here about some of these men again. I don’t know how
we get to them. But I will tell you what I learned in the 105 visits
as Drug Czar. Life refocusing efforts that do not have a moral or
spiritual component are doomed to failure.

In the business of welfare and drug treatment, if we are not in
the life refocusing business, we are wasting our money. And I think
the three of us believe that you have a much better bet using your
resources—maybe a smaller amount of resources, in an institution
which can address the person at a moral level and at a level of per-
sonal responsibility and a religious level than through a govern-
ment bureaucracy. I just think your odds of success are better
there. If I have spoken incorrectly——

Mr. ENGLISH. So aggregate levels of spending then are a blunt
instrument for assessing a policy

Mr. BENNETT. Absolutely.

Mr. ENGLISH [continuing]. When it comes to welfare reform.

Dr. Loury, you have spoken very eloquently on the limits of the
ability of welfare policy to address some of the underlying concerns.
Let me ask you, in your view, how can government policy best ac-
commodate those character-forming institutions you talked about
in your testimony?

Mr. Loury. Well, I would like to associate myself with some of
the things that Jim Wilson has been saying about trying to get in-
volved in interacting with the recipients. We must look to those in-
stitutions that have the authority and the fine discriminating ca-
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pacity in the way in which they interact with these women and
their children, to be able to help them change their lives, help the
women change their lives. That is, when the check or a part of the
check goes to the church, then the church and the congregation of
people who know the community, who know the local situation and
who have a history of involvement and concern with the person,
can bring all of that to bear in saying let's assess the situation;
what is needed here? What can you do? Are you really trying? Did
you do the right thing, and so on. They can project to that person
a set of ideals credibly. Not preach at them from a mountain on
high, but put to them in terms that they can understand in their
own language and the concrete conditions of their own lives and
- say, look, John over here is living the right way, Judy over here
is living the right way, we want you to be able to do that, too. We
want to help you. We are concerned about you. This is what you
have to do. We are going to be here for you but we expect some-
thing from you.

When you have all of that, it seems to me, you have the ability
to truly reach someone. And I think the policies should at least
allow the possibility of invoking that kind of institutional capacity.
And it may be that the design of that policy at the State and local
level would be more likely to succeed in both identifying and hold-
ing accountable these local institutions for the doing of this kind
of work.

Mr. ENGLISH. Thank you, Dr. Loury.

Thank you very much, gentlemen.

Thank you, Mr. Chairman.

Chairman SHAW. Ms. Dunn will inquire.

Ms. DUNN. Thank you, Mr. Chairman.

Welcome, gentlemen. Obviously, the goal of this welfare proposal
that is in the Contract, what we are trying to devise today is to
reform welfare in order to break the cycle of poverty that we be-
lieve begins with the young unwed mother having an illegitimate
birth. I think it is a great tragedy. But for my edification, I would
ask each of you to define for me a term that I think has gotten
badly mischaracterized in this debate and consistently as we work
toward a new paradigm, I would like to know from each of you how
you define compassion.

Mr. BENNETT. Well, it is one of the virtues. Compassion literally
means suffering with someone. Compassion isn’t cheap. Compas-
sion isn’t just sort of tearing up while you are watching a soap
opera. Compassion in the traditional sense, the moral, religious
sense of the American tradition is to suffer with someone, and that
means to be with someone, to act in a way so as to try to alleviate
pain. This is very important vis-a-vis Mr. English’s question be-
cause some people have argued, I think fairly persuasively, that
simply sending money from the Federal Government is not only not
a compassionate act, but you are trying to buy out of compassion.

The real compassion is volunteer work, that work that is done in
churches, communities by a large number of American people.
There is a problem in a society when you ask how compassionate
are you? Well, look at the size of our budget. Well, what do you do
with somebody? Do you work with an organization? Do you help
children? No. But I sent my check last month. You can’t get there
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from here. We are human beings. Some of this has to be done in
a human-to-human way. That is what compassion is, actually suf-
fering with other people.

Mr. Loury. He is the author of the “Book of Virtues” so I don’t
know if I can add anything other than to say I would have said
something about a deep and abiding concern for the welfare. I
think that is implied by what Dr. Bennett has said, for the welfare
of another. And that that involves a respect for the dignity and
worth of the person and that sometimes the way in which that con-
cern and respect is shown is not by what it is that you have given
but by what it is that you expect of the person.

Mr. WILsON. Compassion arises because of the natural feeling we
have for our own children and they for us. If you think what com-
passion means in a family, it doesn’t mean letting a 6-year-old do
whatever he wants. It means coupling love with expectations, cou-
pling concern with responsibility. It means tough love.

Programs that change people by spiritually or morally refocusing
the lives of people are based on that philosophy; 12-step programs
are compassionate programs but they do not let you get away with
just anything. They hold you to very high standards of behavior.
And they do it without any money, without any bureaucracy. That
is compassion. It is not a warm, fuzzy feeling. It is an engagement
that reconciles love with expectations.

Ms. DUNN. Thank you. And since I am still under the deadline,
I ask you my second question which, in my mind, relates to what
you have just done for me. If you were writing this welfare reform
plan as we are at this moment, what would your proposal look like?
What would you include in it? Where can we make a difference?

Mr. WILSON. Could I start? I don’t know how to write bills. I am
an ivory tower professor. But I would hope some way could be
found to encourage the States to use the cash component or all of
the component of welfare, the welfare package, to experiment radi-
cally with very wide alternatives, subject to only two real condi-
tions: That they have to be done on a racially and ethnically non-
discriminatory basis——

[Disturbance in hearing room.]

Chairman SHAW. I would remind the lady that you are a guest
here. If you would please be seated, you are welcome to stay. Oth-
erwise, I would ask that you leave. Can I ask that the ladies be
removed from the hall if they cannot act as our guests.

Mr. Forp. Mr. Chairman, they sound pretty good to me. It
sounds as if we ought to let them speak and replace these three
men,

Chairman SHAW. I would ask the Ranking Member of this Com-
mittee to please support me when I am trying to maintain order.

Mr. FORD. Mr. Chairman, I do support you in maintaining order.
But I think they have made the point that we have made on this
Democratic side of the aisle. We have three males talking about
problems that women are faced with in the poor communities of
our society. I respect all three of them.

Ms. DUNN. Mr. Chairman.

Mr. Chairman——

Mr. Forp. I don’t think they are that much of an expert.
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Ms. DUNN. Mr. Chairman, [ am a woman member of this panel.
I am very interested in what our witnesses are saying. I would ask
that they be allowed to continue.

Chairman SHAW. We will have a balanced hearing, but we are
going to proceed in an orderly fashion.

If the gentlelady from Washington will proceed.

Ms. DUNN. Thank you very much, Mr. Chairman. I would ask
that our witnesses be allowed to give us their point of view. As the
only woman Member of this Subcommittee, I happen to be very in-
terested in all pieces of advice. We are writing an important, ex-
pensive bill. It is time to get on with solving this problem that the
people have elected us to address.

Gentlemen.

Mr. WiLsON. I apologize, Mr. Chairman, for being male, but it
was a matter beyond my control.

I would hope that the bill could, by a use of guidelines, prin-
ciples, or financial incentives, or all of the above, encourage the
most radical experimentation among States in alternative ways of
supplying child care to young people who are in the predicament
we are describing. And that would include family shelters, mater-
nity homes, welfare caps and other devices.

One of the remarks I heard from a person before she left the
room was that many persons on welfare have suffered from abuse.
That is indeed true. And that is why dealing with this problem as
if we were sending checks from the National Treasury to an indi-
vidual ignores the social context into which these problems have
emerged. It sends checks to people who may be suffering from
these problems, passing these problems on to their children and
living in communities where there is no succor.

It seems to me establishing a mechanism whereby we fund, at
least in some places, self-contained communities, invented commu-
nities, homes to do this, we would learn more than we now learn
by either spending more money or less money to individuals. And
I think the Federal Government ought to reserve out of the welfare
budget a small amount to be used for careful and objective evalua-
tions of what these States do. We have learned a great deal from
what MDRC has told us about workfare. And our knowledge is
vastly greater because of the work of Judy Gueron. We must do the
same, I think, with new inventions.

Chairman SHAW. The time of the gentlelady has expired.

I would like to yield at this time to Mr. Rangel, who will be the
last questioner.

Mr. RANGEL. Thank you, Mr. Chairman.

I hope this panel would not believe that it would not be a panel
that I would not have personally and politically selected. So I hope
that you don’t have a stigma merely because the Republican lead-
ership selected you. I just wanted to make certain that we partici-
pate in the selection.

We all agree there is a serious problem. We all agree that the
Democrats in 40 years have not provided a solution and we soon
are going to agree that the Republicans haven’t come up with one.
One thing that is abundantly clear is that we are going to have to
do something about it because it is terrorizing the communities
where people are trying to find hope for the future.
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I, like Mr. Bennett, was raised without a father, but I bet you
we were raised in communities where men and community leaders
felt they had an obligation because of racism and segregation.
Black professionals couldn’t get out of my community, so I went to
church and I saw lawyers and I saw doctors. I bet you that every-
one had an opportunity to get a job. We had low-level jobs that peo-
ple could get that gave you dignity and hope that you could do bet-
ter. But we are not talking about that today. Those were the good
old days, even though I didn’t know it.

But today, a large number of the people that we are talking
about, if we are allowed the luxury even to forget their color, since
you know, it embarrasses some people to talk about it, if we just
pick the communities of the highest poverty, the highest unem-
ployed, the highest homeless, the highest number of people, Mr.
Bennett, who are addicted, the highest number of people that are
selling drugs on the street, the highest number of people that have
relatives and family in jails, I bet you that we would be dealing
with the mothers that are having these children. We used to be
able to say unwanted children. But when a teenager can have so
little hope for her life, so little expectation of marriage, no stigma
at all that she wants this child just for love, we got a problem.

And these kids that we are talking about are running around
with pride knowing that they can bring in a life and just walk
away from it, one of the problems that they have is that they know
one thing: When we talk about America and high-tech jobs and all
of these international agreements, they know you are not talking
about them. They know that people are not leaving those schools
getting jobs. They know that they have no hope for the future that
they would become a part of the American dream, and quite frank-
ly, if it wasn’t for 4 years in the Army, 1 year in combat and the
G.I. bill, I would not have had more self-esteem than I deserve
coming from the community in which I came from.

So what I am saying is that while the experts come up with their
solution, no one is going to challenge me that if we did in these
communities what we are prepared to do this week for Mexico, to
give a guarantee of $40 billion to educate its people, to make them
productive, to make them competitive, to make them consumers, to
buy American goods, I bet you one thing: If we did that in these
inner cities, you will tell me that the persons that are working,
that are educated, that are producing and contributing to society
are not the ones creating these problems. You know it and I know
it. But we don’t talk about investing in these communities. We are
now talking about solutions that if it is possible are worse than
democratic solutions that are in this bill. So my question is this:
Since we all agree to the depth of the problem, let’s find out some
of the solutions that are recommended and see whether or not you
would agree with me that as bad as Democrats were, this ain’t
much better.

They would suggest that as we allow the States to experiment
with alternative ways to deal with this problem one of the things
mandated is that if the mother is 18 years old and not married, pe-
riod, end of story, no benefits for the child for the rest of his child-
hood. Does that make any sense at all? They would suggest that
if someone was on welfare and got pregnant the second time, they
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don’t want to hear any excuses. That pregnancy means you should
never expect anything for the second child. They would suggest
that if a woman got pregnant and the father was identified and the
State did nothing to establish paternity that it is not the State’s
fault. No benefits for the child because paternity was not estab-
lished.

Now, we want to really try to deter these births, but if we all
agree that these kids want these children and that dollars are not
the motivation that they are doing it, I think you would agree with
me that these solutions are not the answer and that we should con-
tinue to come together and work together to try to find out whether
we can do better.

Mr. Chairman, I hope that we can get this panel together in a
room and in an unpartisan way, and not look at each other’s reg-
istration cards, even though I suspect Dr. Bennett's is different
from mine, and see whether or not we can come up with some an-
swers, because we have agreed on the depth of the problem and
what is causing it. And whether poverty is causing illegitimacy or
whether out of wedlock is causing poverty, who cares? We want to
stop both.

Thank you, Mr. Chairman.

Chairman SHAW. Thank you. Thank you, Mr. Rangel. And I
would like to thank this panel. My apologies to Mr. Neal.

Mr. RANGEL. Mr. Chairman

Chairman SHAW. Because we are out of time.

Mr. RANGEL. The only thing I wanted to know is whether or not
these three points, the 18-year-old cutoff, the no-paternity/no-
benefit, and the fact that if you are not working in 2 years, wheth-
er there are jobs there or no jobs there, are supported by any of
you?

Mr. ENsSIGN. Mr. Chairman, we didn’t get a chance to question.

Chairman SHAW. Mr. Ensign did not question. I would ask the
panel to reply to Mr. Rangel in writing to those questions.

[Mr. Wilson's reply follows:]

We now know so little about how best to reduce welfare spending, enhance the
lives of the affected children, and facilitate the mothers’ movement into the work
force that I would support a few carefully controlled and carefully evaluated experi-
ments doing each of these things in interested States. Only by doing this can we
assess the costs and benefits of these strategies. Until we learn these things, 1
would oppose a blanket Federal ban that would deny benefits to any girl under the
age of 18, to girls that fail to establish paternity, or to girls unable to find work

within 2 years. I would, however, support a Federal law that allowed States to try
these things, provided that Federal funds were supplied to evaluate their efforts.

Mr. RANGEL. You can nod your head if you want if you agree.

Mr. BENNETT. It is more complicated than that. Remember the
old drug war days? We have put a treasure, a fortune, into our
cities and the results aren’t too good, I will tell you. I don't know
how many trillion dollars we have put in programs and the results
are not impressive. If we could have bought our way out of this
problem, things would be a lot better now than they actually are.

Second, I would actually support some of those proposals in some
places to see what works. You want to do something different prob-
ably in South Dakota than you want to do in New York City. But
yes, I think that the kind of thing they did in New Jersey, some
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ofl' the proposals that you mentioned ought to be tried in some
places.

Again, you have to measure this against the benchmark of what
we have got now, and what we have got now is disaster. I actually
think that in some places if you adopted the rule that any child
born to somebody under 18 will not receive Federal funds, you
would actually see fewer children born out of wedlock. You would
see less misery. You would see some break in the cycle.

It wouldn’t eliminate it, but I think in some places this would be
a very rational and intelligent way to go. My own guess is, as I
said before, is that we are going to have our best luck, our best suc-
cess working through those mediating institutions where the mes-
sage is not just cash, but cash plus expectations. Some demand,
some expectation that people adjust their behavior. But we have
got to get the burden of proof right.

This ridiculous debate that has gone on the last few weeks about
snatching babies from the arms of mothers to throw them into or-
phanages, there is no snatching of babies. Mothers are being—ba-
bies are being thrown by their own mothers into dumpsters, out on
the street, put on radiators. I mean, we have got catastrophes
going on now in many of our communities.

That little boy was that buried in Chicago, that 11-year-old that
was buried with his teddy bear, he was—as the Cook County social
worker said, this boy was a sociopath by the time he was 3 years
old. And there are hundreds of cases like that every month. So you
know, the burden of proof has to be better than what we have got
now. I think you could try a dozen things. My guess is if you were
sensible about your dozen, eight of them would be better than what
we have got now.

Chairman SHAw. Thank you. I would like to thank the three
members of the panel for being here with us today.

Moving on to the next panel, I have consulted with Mr. Ford,
who agrees with me, we are going to have a reverse in order and
it certainly is in no way slighting the second panel. But the third
panel is on their lunch hour and they have to get back to work.
And I would like to go ahead and get them on.

At this time I would like to introduce Pam Harris White of Dis-
trict Heights, Maryland. She is a property manager for a private
employer. She is a former recipient of Aid to Families with Depend-
ent Children. Our other witness is Amy Hendricks of Temple Hills,
Maryland. She is a student and former recipient of Aid to Families
with Dependent Children.

If these two ladies would please sit down at the witness table.

Mrs. KENNELLY. Mr. Chairman.

Chairman SHAW. Yes.

Mrs. KENNELLY. May I just make a point about what happened
a few minutes ago.

I certainly do not condone, would never condone public interrup-
tion of committee meetings. But I would just like to make a point
of what is happening out in the country. Women are being very
frustrated and a lot of our initiatives on welfare reform is the re-
sponsibility of the woman, responsibility of the mother. This is to
highlight the reason why some of us think child support enforce-
ment legislation should travel with this legislation. Those young
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women that just spoke up from the audience drove down this morn-
ing, I understand, from Massachusetts with a 2-year-old. You
should try being in a car with a 2-year-old for 8 hours. And what
they are saying, they are frustrated that they are not being heard
from. We understand we have a witness situation. If child support
enforcement was looked on as important as welfare reform, I think
we could satisfy the lack of understanding that we are dealing with
helping women as well as trying to make them take the entire re-
sponsibility for what is happening in this country.

Chairman SHAW. I would like to address this issue and I think
the gentlelady from Connecticut will be glad to learn that I intend
to offer an amendment to the bill on precisely what you are talking
about, and that is the child support enforcement provision. We are
working with the administration now and hopefully we are working
with your staff also in order to come up with a noncontroversial
amendment that all of us can agree to.

Mrs. KENNELLY. I am very glad to hear that, Mr. Chairman.

Chairman SHAwW. OK. Ms. White, would you please proceed with
your testimony? We have the written testimony that we will place
in the record and you may proceed as you see fit.

STATEMENT OF PAM HARRIS WHITE (FORMER RECIPIENT OF
AID TO FAMILIES WITH DEPENDENT CHILDREN), DISTRICT
HEIGHTS, MARYLAND

Ms. WHITE. Good afternoon. My name is Pam Harris White, and
I would like to thank the Committee for giving me the opportunity
to provide testimony. You are to be commended for getting input
from persons who have received welfare and can relate to the ques-
tion of welfare reform from a frontline perspective.

A word about myself. I believe my experience on welfare is a mi-
crocosm of the issues, problems and challenges faced by single par-
ents, a valuable resource in determining how best to reform the
system. Thank you. I am a 39-year-old mother of four children. I
had my first child at the age of 15. This dramatically changed my
life because although I lived with my parents, I dropped out of
school to care for my child. As a young dropout with no diploma,
no marketable skills, no child support, I applied for and received
public assistance. This started a vicious cycle and what I call the
yo-yo syndrome. I wanted to work. I tried to work. However, I did
not make enough money to support my family. And so I found my-
self back on welfare. I did obtain my diploma but my lack of skills
stopped—they still provided my, you know, with a stumbling block.
So the cycle continued. I got married. I got divorced. And now with
four children, I was back on welfare.

I was well below the poverty line and began to wonder how and
if I would ever make it. My hope and motivation was always my
children. I became determined to do whatever was necessary to en-
sure that they had the opportunity and did not have to experience
life the way that I had experienced it. So I found a program called
Project Independence which was for single parents. The program
gave me the thing that I lacked. That was skills. )

Today I am gainfully employed as a property manager and I am
totally independent of welfare. I want to add with pride that all of
my children are doing very well. My oldest son is the—he is in his
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last year of law school. Next to him is my youngest son. He has
hii o;vn business. My two daughters are doing well in middle
school.

I bought and purchased my own home. They are all drug free.
They have never been involved in criminal activity and I am not
a grandmother.

Now, to the focus of the deliberations today, my life experience
tells me that while illegitimacy obviously increases the welfare
rolls, that most women do not become pregnant to get welfare, nor
do they have additional children to increase their benefits. Rather,
the causes of teen pregnancy are multiple.

Teens tend to act before thinking of the consequences. Poor moti-
vation and lack of education are key factors. I must also add that
a lack of values and the decline in the morals and religious beliefs
are also reasons why teen pregnancies occur, with the high cost to
both the person and to society.

To close, I believe welfare reform needs—I believe welfare needs
to be reformed. It must be time limited so that there is clearly a
beginning and an end. There should also be performance stand-
ards, which the recipient must meet to continue to receive welfare.
Examples of these standards are community services, skill training
and responsible parenting. There should be something you work
for, not wait for.

Finally, there needs to be a strong support system that is there
to encourage the support during the downtimes that are sure to
occur. The PIC Program provided me this support. We must tell it
on the mountain that welfare is not an end but a means to an end,
employment and self-sufficiency. The reform package must supply
the resources, the tools to enable the welfare recipient to gain the
necessary skills to be truly independent.

I again thank you for the opportunity to testify.

Chairman SHAW. Thank you for your testimony, Ms. White.

Ms. Hendricks.

STATEMENT OF AMY HENDRICKS, STUDENT (FORMER RECIPI-
ENT OF AID TO FAMILIES WITH DEPENDENT CHILDREN),
TEMPLE HILLS, MARYLAND

Ms. HENDRICKS. Good morning. My name is Amy Hendricks and
I am a high school graduate and I come from a very motivated fam-
ily. I went to college. While in college 1 became pregnant and had
a baby out of wedlock. I dropped out of college and I had my son.
Two months after my son was born I was awarded assistance,
AFDC, Aid to Families with Dependent Children.

The reason why I got on welfare was because I didn’t have the
education or possess the skills necessary to get a job that would
support my child and myself. With no serious career plans, I could
not support or provide my son with the things he needed, such as
child care, transportation, food or shelter, and I realized early that
I could not make it without an education or specialized skills train-
ing, because I wanted my son to have an opportunity in life.

What it was like for me being on welfare is that I was on welfare
for 7 months. During those 7 months, I would sit down and cry be-
cause I was so frustrated and depressed. I knew I didn't want to
be on welfare. I wanted—my goal was to finish college.
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At the time I applied for welfare, nobody in the system, the in-
take worker or anyone else discussed with me ways or assistance
to make welfare short-term. While at home, I knew I wanted a col-
lege education, but I could not make the connection to get back in
school. I was being pushed back and forth in the system.

As I continued to try to find a way off welfare, the system told
me to wait until my child was 3 years old before I could get into
a program, but I just couldn’t accept that. That is when I got mad
and I began to fight. 1 started going back asking questions of my
caseworkers, exploring on my own options that were available to
me.

Through this exploring, I found the Project Independence Pro-
gram, which is run by private industry counsel. My son, Jason, has
just turned three. If I had done what the system wanted me to do
and just waited, I would just be in the process of going to school.
But instead, I am graduating May 25, 1995, at 7 o’clock from
Prince George’s Community College, and I have been accepted to
the University of Maryland information systems and management
program. I am so glad I am a fighter because the system tried to
keep me down, but I would not let it.

We need a welfare system that will help people when they are
down and out, not keep them down. Thank you.

Chairman SHAW. Thank you for your very fine testimony.

Mr. Ensign.

Mr. ENsIGN. Thank you, Mr. Chairman. I applaud both of you la-
dies for your tremendous show of courage. When [ was a young
man, my parents were divorced and so I grew up with a single
mom until my mom married later in life, and so I experienced a
lot of things.

But 30 years ago, when she would have actually made quite a
bit more money going on welfare at the time, there was quite a bit
of a stigma attached in the community to go on welfare. What we
did is we lived with other families, my grandparents helped out
quite a bit, would help buy our schoolclothes. There doesn’t seem
to be that support system any more in the community with families
nearly like there used to be, and there also doesn’t seem to be the
stigma attached to going on welfare, so that it is easier in some
cases where someone may have fought earlier to get off and not get
in that dependency cycle.

Do you feel that in this welfare system, by getting it more back
to the local areas, by trying to strengthen churches and community
to get more involved, do you think that will have any impact in the
communities as far as having fewer people go on welfare in the
first place?

Ms. WHITE. Yes, I do. You made a statement also about support
systems. Unfortunately, grandmothers have to work now, so grand-
mothers are at work also. But the churches, the community at
large, can be the second family too, you know, help support moth-
ers that are on AFDC.

I would also think that if there is something implemented as to
where the mother has to work, to give back or something in that
nature, it helps build that person’s self-esteem. I can’t imagine any-
one feeling that it is OK to be on welfare. It is a very degrading
feeling. People, to me, I think once you go to apply for it, assist-
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ance, you have to have it. I mean you are in that state where you
have no other alternative.

The way it is set up now, it can entrap you, it can box you in,
so that with the reform that you all are putting together, the pack-
age that you are putting together, if you were to mandate that in
order to receive public assistance, that mother would have to punch
a clock perhaps or volunteer at a hospital or wherever their inter-
est is. This would, of course, put them in the arena of saying look,
I am going to work for this, instead of sitting home and looking at
soap operas, I am now going to apply for the next position that
comes available.

There is a whole spectrum of things that need to be done, and
I am sure that you all are looking at, besides the mere fact that
one is just getting a check, there is a whole spectrum. The child
support issue is a very large issue that I hope will be addressed.
Because if the fathers were more responsible, there would be less
people on welfare.

Mr. ENSIGN. Some of the people have mentioned the fathers and
that this welfare reform doesn’t take into account the fathers near-
ly enough. What do you think can be done about bringing some ac-
countability back, making people take responsibility for the chil-
dren that they are fathering? I know it is a very difficult question.
Believe me, we are having a lot of difficulty with it up here, too.

Ms. WHITE. I am trying to form it in a way that will be accept-
able. You really can’t implant in people and clone in people the fact
that they should be responsible. No one should have to make them
do anything. However, because we have come to that arena now,
that you have to make them, we need to strongly enforce the con-
sequences.

If you don’t take care of your kids, you go to prison. If you don’t
take care of your kids, we garnish your check. ] mean we should
stop playing with them, pitty-patting. We need to actually have
something in line where there is a consequence for not taking care
of your kids. It is just that simple.

Mr. ENSIGN. Getting back to myself when I was a child, we had
a father who did not pay the child support payments, living across
State lines. I understand the difficulties of that. Anyway, thank
you for your testimony today. I appreciate it.

Chairman SHAW. Mr. Ford.

Mr. ForD. Thank you, Mr. Chairman. Ms. Hendricks, you were
how old when you got pregnant?

Ms. HENDRICKS. I was 22 years old.

Mr. ForD. You were out of high school and all of that.

Ms. HENDRICKS. Yes.

Mr. FORD. Was this an intended pregnancy?

Ms. HENDRICKS. No, it wasn’t an intended pregnancy.

Mr. ForD. Was it that before you were pregnant, did you think
in terms of if you got pregnant, you could go on welfare to take
care of your child.

Ms. HENDRICKS. No. After I had my child and I did work before
I went to college, but after I had my child I found it very difficult
to work and go to school and take care of him, and I saw the only
means was to go on welfare to support my child until I could better
myself and get a college education. But it was very depressing. It
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felt as though the system had just trapped me in and I was looking
for a way out.

And it seemed as though the system, as it is now, was content
to just have me stay in the system and not go to school and get
out. And if I wasn’t a fighter and didn’t look for a way to get out,
I think that I would just be—it would become a way of life, a cul-
ture, to just be on welfare, and that is not what I wanted.

Mr. FORD. Are you receiving child support now for your child
from the father?

Ms. HENDRICKS. From the father? No, I am not.

Mr. FORD. You are not. Have you tried or made any attempts to
do so?

Ms. HENDRICKS. Yes, I have.

Mr. ForD. What if they had taken your child from you at birth
if you had applied for AFDC for the child? What would have been
your reaction if, according to Speaker Gingrich’s proposal and some
of the first childbirths, if they had taken that child from you, would
you have been able to cope with that? What would have been your
response or reaction to that?

Ms. HENDRICKS. Well, I don’t believe in abortion. If they had
taken my child from me, I think it would have been devastating
to me.

Mr. Forp. Had you known that they would have taken the child
away from you at the time, would you have considered the abor-
tion?

Ms. HENDRICKS. No, I am not a believer in that. I don’t think I
would have chosen that route.

Mr. Forp. All right. Had you not been able to receive welfare
benefits, do you think you would have been where you are today,
graduating from a junior college and accepted into the University
of Maryland?

Ms. HENDRICKS. No, I don’t think so, because I think everyone
at some point in time may need help or some type of assistance,
and I think it should be there for them. You know, sometimes you
have stumbling blocks, but I think you have to——

Mr. FORD. So the AFDC was a bridge for you to move on to have
a child, to get some support and move right on with your edu-
cational opportunities; is that correct?

Ms. HENDRICKS. Yes.

Mr. Forp. Thank you very much, Mr. Chairman.

Chairman SHAwW. Mr. Camp.

Mr. CaMP. Thank you, Mr. Chairman. For the record, our Repub-
lican proposals don’t suggest any such thing such as taking a child
away immediately.

Ms. White, you mentioned that there should be consequences for
someone who doesn’t take care of their child. Could you elaborate
on that a little bit?

Ms. WHITE. I guess the only thing that I could elaborate about
would be to quote from the Bible. A man who doesn’t take care of
his family is worse than an infidel. It is just that simple. You
know, there are consequences in life. He had mentioned, Mr. Ford
had mentioned the issue about taking your children from you.

Mr. CAMP. Yes.
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Ms. WHITE. No one—I think that parents, husband, wife, they
plan pregnancies. People make mistakes. But when you make a
mistake in your teens, you are going into this thing for the thrill
of the moment. You are not looking at there is a possibility of a
baby, and these days and times with AIDS, the possibility of even
death, I am saying that something needs to be done.

There are many, many children that are being birthed, the father
is here or across the State line, as he said, the mother is there
struggling with the children wanting better for her children. I just
feel that there ought to be something implemented that will make
both parents responsible.

When the ladies were here, the outbursts that they made, I felt
for them because I understand the pain that they are experiencing.
Mothers feel like why should I be carrying this load alone? It takes
tvl\)r{) to tango. Where is my partner? He should be made account-
able.

Mr. CaMpP. Thank you. Ms. Hendricks, you said that because of
some of the rules and regulations you felt like you were held down.
Is that because—why don’t you tell me more about that.

Ms. HENDRICKS. OK. I said that the rules and regulations, it felt
like they were holding me back because it seemed like there
weren’t any programs, that they were content for me just to stay
in the system and keep receiving a check instead of trying to go
out and better myself, and I think it became depressing and it 1s
also frustrating to just have to sit back in a system when you know
you can do better.

I think there needs to be more programs or whatever. You know,
people need to have a way out. When you go into the system, I
don’t see anyone saying, well, this is the way out. Let's make this
short-term. I think a lot of times they just get content to be in the
system, and I don’t think that is right.

Mr. CamP. So you would like to see either an incentive or some-
thing that would spur people on a little bit to get off of welfare and
try to better themselves?

Ms. HENDRICKS. Yes. Some help as far as that, yes.

Mr. CaMP. And did you feel, as you—and I congratulate you for
what you have done and wish you all the best. Do you have a bet-
ter feeling about yourself since you have gotten off welfare and
have made the advances you have made?

Ms. HENDRICKS. Yes. I do feel that my self-esteem has gone up
a lot. I do feel better about myself on the whole because I feel like
I am going to be productive in society now. I see a way out, you
know. I see hope as far as that I am going to get my degree and
I can move on with my life. I feel like once you do get into the sys-
tem sometimes you get pushed around and you get trapped in it.

I think they need to sit down and really listen and talk with indi-
viduals and find ways, you know, programs where people can bet-
ter themselves, a way out of the system, not just to be content to
be in the system, but it should be like a steppingstone to help you
get out of the system and better yourself.

Mr. CampP. Thank you. Thank you, Mr. Chairman.

Chairman SHAwW. Ms. White, let me ask you a question. I believe
you said you were 15 years old when you had your first baby; is
that correct?
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Ms. WHITE. Yes, I was.

Chairman SHAW. And that you lived at home.

Ms. WHITE. Yes.

Chairman SHAW. And I assume your family was supportive?

Ms. WHITE. Yes.

Chairman SHAW. Looking back, would you have been equipped
emotionally or mentally to have gone into a home setting of your
own?

Ms. WHITE. No, sir.

Chairman SHAW. And received the cash benefits without just
someone sending you a check every month?

Ms. WHITE. No, sir, I don’t think so. I think that at the age of
15, looking back, I was still a child and I had made a mistake and
with my parents’ nurturing and constant preaching, it helped me
to regain a lot of my self-esteem, because what happens I think a
lot of things that are not mentioned, or that is not known is that
the dropout rate is high for teenage pregnancy as well, because the
person transforms. They are no longer like the average teenager.
Thley are now a parent, so there is something to look at in that as
well.

But they were nurturing to me and I don’t think that I would
have been able to support myself and do the things that are nec-
essary to run a household at 15, no.

Chairman SHAW. Thank you.

Ms. WHITE. May I add something also?

Chairman SHAW. Yes, please do.

Ms. WHITE. I had read something where the average timeframe
that a person is on welfare is approximately 9 years, and it is just
my thinking that if this is true, then perhaps we need to find some-
thing that would invest in the people, again, talking about short-
term programs.

If we invest in people, we invest in the family, then we could nip
a lot of things in the bud and we won’t have a cycle of families,
mothers being on welfare, their children, their children’s children
and so forth. We need to really look at investing in people.

Chairman SHAW. Thank you.

Mrs. Kennelly.

Mrs. KENNELLY. Thank you, Mr. Chairman. Ms. Hendricks, con-
gratulations on your graduation. It looks like a good future.

Ms. HENDRICKS. Thank you.

Mrs. KENNELLY. Could you just tell me, you were using the sys-
tem, you used the system the way it was supposed to be originally
used. When you have a rough patch in life, then you have AFDC
to hang on to until you get back on the right track, and you did
it beautifully.

When you were going to school now—first of all, when you were
on AFDC, you took care of the child. Then when you got off AFDC
and you went back to school, am I right?

Ms. HENDRICKS. No. I am currently still on AFDC right now, but
I am going to school. I am getting my degree in May, but I am cur-
rently still on AFDC. But I do plan, after I get my degree and I
start work, I do plan to be off of AFDC permanently.

}I:/Irsl. KENNELLY. Who took care of your son while you were at
school.
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Ms. HENDRICKS. Through the program, Project Independence,
they paid for child care for a relative to stay home and take care
of my child.

Mrs. KENNELLY. So, obviously, that was a great help.

Ms. HENDRICKS. Yes. Without that, I wouldn’t have been able to
go to classes and put in the amount of study time which I needed
to obtain good grades. It also helped relieve some of the stress of
not worrying is my child OK while I am in school, knowing that
he is being taken care of well.

Mrs. KENNELLY. Once again you proved the point that it is very
hard to do without good child care.

Ms. HENDRICKS. Yes.

Mrs. KENNELLY. By the way, thank you, Ms. White, for speaking
out about child support enforcement and the Chairman said he is
going to address that. And I hope, Mr. Chairman, that we will take
a look at the bipartisan bill that the Women’s Caucus is doing and,
hopefully, it is not just in a block grant. But it is a necessary part,
Ms. White, you think, not just for you to try to do right, but the
father of the child to support the child?

Ms. WHITE. Absolutely. The children need both parts, because
you are breaking a cycle. If you look at the history of women on
welfare, nine—well, T don’t know the percentages, but 1 will just
say for the record.

Mrs. KENNELLY. By the way, the percentage of the average time
on welfare for a person is 2 years, not 9 years.

Ms. WHITE. Two, OK. If you look at the percentage of mothers
that have children and they are on welfare and then their children
end up in the system as well, that cycle, to me, can be broken if
you invest in those children, if you invest in those children by in-
vesting in that parent. Because whatever that parent has, she is—
even indirectly, she is teaching her children.

There are a lot of things, day care, affordable housing, this is a
big spectrum, a big puzzle and there are many, many pieces that
have to be focused on and put together in order for the reform to
work.

Mrs. KENNELLY. Ms. White, were you on AFDC when you were
living at home?

Ms. WHITE. For a period of time, yes, I was. I didn't get on right
away, because, again, my parents took care of me. As I got older
and I was fumbling through jobs and what have you, you know,
waitressing.

Mrs. KENNELLY. Did you move out or did you stay at home?

Ms. WHITE. I moved out and I got on AFDC.

b Mrs. KENNELLY. Thank you very much, and I congratulate you
oth.

Chairman SHAW. Mr. McCrery.

Mr. McCRERY. Thank you, Mr. Chairman. I would like to add my
congratulations to both of you, and particularly to Ms. Hendricks
who is moving on and on, up and up, and that is what we like to
see.

Ms. Hendricks, you were 22 years old when you had your child.

Ms. HENDRICKS. Yes.

Mr. McCRERY. And so you are 25 years old now, I guess, or
thereabouts.
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Ms. HENDRICKS. Yes.

Mr. McCRERY. And when did you first go on AFDC? When did
you first begin collecting AFDC?

Ms. HENDRICKS. In October 1991.

Mr. McCRERY. And have you been continuously on AFDC since
that time?

Ms. HENDRICKS. Yes.

Mr. MCCRERY. When do you plan to move off of AFDC? Have you
looked that far ahead?

Ms. HENDRICKS. Yes. After I receive my degree from Maryland,
I plan to get a job and move off of AFDC permanently.

Mr. McCRrERY. You said earlier that the system seemed to want
to trap you. Would you elaborate on that?

Ms. HENDRICKS. Yes. It seems as though they were content to
just have me collect the check and get used to a certain culture or
way of life, just collecting AFDC instead of looking at making it
short-term and finding a route, a way out.

I felt like I had to do that on my own and I was very depressed
being on AFDC. No—I didn’t see any hope for, you know, a bright-
er future, as if I was going to find a job or something. It just
seemed like I was just stuck. A cycle and I didn’t—the outlook
didn’t look good. It looked like it was just going to be a continuous
cycle, but I know that wasn’t what I wanted.

Mr. McCCRERY. So do you think it would be OK for us to require
people who are on AFDC to get schooling or go to work?

Ms. HENDRICKS. Yes. I think they need some type of specialized
training or schooling, and they need to work, if they are able to
work, yes.

Mr. McCRERY. And this feeling of being trapped that you talked
about was a result of the system telling you, you don’t have to go
to school, you don’t have to do anything, you just need to collect
your check every month.

Ms. HENDRICKS. That is the way I felt, as though they were tell-
ing me to wait until my child was 3 years old, yes.

Mr. McCreRY. OK. Thank you, Mr. Chairman.

Chairman SHAwW. Mr. Collins.

Mr. CoLLiNS. Thank you, Mr. Chairman. I enjoyed both of your
testimonies and admire you both. The hopes of this and other
Members is that we will break a cycle of poverty.

And as I listened to you all testify, especially you, Ms. Hendricks,
it looks like you were beginning to be trapped and you noticed and
saw that entrapment as it was taking place. Because if I heard you
right, you said that there was—they told you to wait 3 years to try
to raise yourself out of that trap or to get out of that trap?

Ms. HENDRICKS. Yes. As far as to wait 3 years before I attempted
to get into a program, and that is when I began to lock for a pro-
gram on my own. [ just didn’t want to accept that.

Mr. CoLLINS. I think that is great. And what was the program?

Ms. HENDRICKS. Project Independence. They have the JOBS Pro-
gram as well as day care for children, which is essential for single
parents in order to get schooling or training, and they have support
groups there. Because your self-esteem can go down and I think
that was very important.
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Mr;) CoLLINS. Is this a local, a State of Maryland project, pro-
gram?’

Ms. HENDRICKS. It is located in Prince George's County. I am not
really sure if it is—I think each county has their own type of pro-
grams. | am just familiar with Prince George’s County because that
is the county where I reside.

Mr. CoLLINS. Good. Thank you. I am very proud of the fact that
the State of Georgia is beginning to implement a program that is
called a Work First Program. When someone in your situation ap-
plies for assistance, the first thing they do is try to help you at that
point figure out how you can keep from becoming entrapped, and
I think that is—you saw it on your own, but I am really proud of
the State of Georgia doing that.

Ms. White, you mentioned the PIC Program, and the fact that we
need to invest in people with expectations. The PIC Program is an
example of that; is that not true?

Ms. WHITE. It is the same program.

Mr. CoLLINS. I am very proud, again, of our State. We have what
is called the Peach Program, and, of course, being the Peach State,
you know. But it, too, invests in an individual with expectations of
work after the program, but what we have run into is under the
current law and some of the current regulations, especially in the
area of housing, if there is also—if these adults are not living at
home, they have their own apartment in subsidized housing. Once
they complete the program, the PIC or Peach Program and go into
the workplace, within so many days or months they have to report
those earnings and once they report those earnings, then their cost
of living in that particular setting goes up, because the rent is in-
creased based on income, which immediately makes their bottom
line less, and which is an incentive, then, to go back to where the
bottom line was better and that is back into the entrapment of the
system.

But the point I want to make, the PIC Program and the Peach
Program both were administered at the local level and it is at the
State level and not at the Federal level. Are you aware of that?

Ms. WHITE. I was not—I know that it needs to be nationwide, be-
cause it is just that effective. I would love to see a program of this
nature nationwide.

Mr. CoLLINS. Well, those are programs that are being imple-
mented throughout the country, throughout the Nation. But the
point is that they are locally administered or State administered
and not federally administered, and that is, again, the gist of the
GOP plan, the Republican plan is to help States with funds to im-
plement programs that do invest in the individual with the expec-
tation of good results, and to help them out of the trap.

I thank both of you for being here. I really enjoyed your testi-
mony, and congratulations to both.

Chairman SHAW. Mr. Rangel will inquire.

Mr. RANGEL. Mr. Chairman, let me congratulate you on your lack
of bias in selecting witnesses. Ms. Hendricks here is testifying and
all of you are congratulating her, that somehow she got pregnant,
she got in trouble, she went for help, it was complicated, but she
had the drive and the initiative to say I am not going to get lost
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in this system, I am going to go to school and make something out
of myself.

Clearly, she has proven that and the system is helping her to
achieve, and I hear over there, my God, isn’t that wonderful. 1t is
my understanding.

Chairman SHAW. It is a very fair hearing, isn’t it Charlie?

Mr. RANGEL. Whatever. Whatever. My time, Mr. Chairman. Now,
this lady should know that under your plan, Ms. Hendricks, under
the Republican plan, you could do what you want for 2 years, but
under this plan that we are listening to testimony today, at-the end
of the 2 years, if you are not working, that ends any support for
your child. Do you know that, under the Contract?

Ms. HENDRICKS. No.

Mr. RANGEL. OK. That is why I wanted to congratulate the Chair
for bringing you here, because that would have ended all of these
hopes and dreams if at the end of 2 years we say, well, if you are
not working you are out of business, right?

Now, Ms. White, I like when you said you were looking—you said
it eloquently that, hey, this baby took two people and we really
should try to make this person have some responsibility and not
just do what he has done and walk away.

Do you know that in this bill before us under the Contract with
all of America that there are no provisions that deal with this fel-
low? It is as though the women did it by themselves. Did you know
that?

Ms. WHITE. Yes, I am fully aware of it.

Mr. RANGEL. And you testified that it should be there.

Ms. WHITE. It should be.

Mr. RANGEL. Let someone charge my Chairman with being preju-
diced against Democrats. So these are at least two witnesses who
say this bill would not work for them. But let me say this, thank
God that the welfare system, as bad as it was and is, worked for
you two. Thanks for coming.

Chairman SHAW. Does the gentleman yield back his time?

Mr. RANGEL. Yes, I do, Mr. Chairman, and thank you again.

Chairman SHAw. Thank you, Mr. Rangel.

Mr. English will inquire.

Mr. ENGLISH. Thank you, Mr. Chairman. During his testimony,
Dr. Loury suggested that welfare reform should institute a system
that sends the right signals to people in the system. You have, ob-
viously, both been heroic in your efforts to escape from the welfare
system, but what we have found is that because of some of the pro-
visions in the current system, that Mr. Collins touched on, the fact
that as you work your way out of the system, you receive progres-
sively less access to help and to benefits. In fact, people in the wel-
fare system trying to escape and trying to work, trying to better
themselves, face some tax rates, something like over 70 percent on
their extra effort.

I wonder if you can quantify your feelings on what sorts of sig-
nals this situation sends to you when you, if you are working your
way out of the welfare system, have higher real tax rates than mil-
lionaires? Would you like to comment on that?

Ms. WHITE. Repeat the question, please.
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Mr. ENGLISH. Well, you were working your way out of the wel-
fare system and you were losing benefits because of the extra in-
come you earn. You may be facing tax rates in effect greater than
70 percent, and that is higher than what we tax millionaires.

Dr. Loury said that he wanted to see a welfare system that
would send the right signals to people in the system who are trying
to work their way out. I wonder if you could give me your reaction
to what sorts of signals the current system sends to you by penaliz-
ing your work to that extent. I know, it is an essay question.

Ms. WHITE. Well, just to reiterate something that she had said,
she felt trapped and that she had to fight. Well, unfortunately, ev-
eryone does not have that fight in them, and what the system does
is if you decide that you are going to go out and get a job, let’s say
you get a job that is minimum wage, well, if you can’t afford to pay
housing, and you are forced back into welfare, child support issue
again, the signals to me that it sends is that they handcuffed you
to stay still.

When the handcuffs are released and the support system is prop-
erly placed, that it becomes a springing board, then you can take,
for instance, as an example, I remember [ started a job. I was still
in the system, and I had to report my earnings, but when you go
to work, now you need a dress, stockings, shoes, your hair done,
makeup The kids need lunch, things that are additional to your
grant. You get the same amount of your grant 12 months out of
the year. However, your needs change and the grant needs to
change.

You know, these are the signals that I got; that they are not try-
ing to help me. However, when you think about the overall, if you
look at the overall picture, the help should be consistent upon indi-
vidual levels as opposed to just a pile of names and numbers.

Mr. ENGLisH. That makes sense.

Ms. Hendricks. do vou want to add to that at all?

Ms. HENDRICKS. 7 think just to say again what Pam was saying
that you do feel trappsd, Lasically and the incentives need to be
there also, I think.

Mr. ENGLISE. Thaiik you so much for taking the time out in your
day to participate in this. I really appreciate your time, your will-
ingness to come forward and offer personal experiences which so
often are not included as part of the hearing process. So I appre-
ciate very much your time.

Did you have something to add, Ms. White?

Ms. WHITE. I would like to add something. If it had not been,
however, for the system being there, even in the condition that it
is in, how would I have fed my kids? How would I have been able
to support them? What would have happened to their medical
needs? It is a need, it is definitely a need, and I know that you all
feel that you have a great weight upon you. It is a need, and it
needs to be reformed also.

It needs to take into consideration families. We need to get back
to the family. We can’t take people’s children from them and send
them to orphanages and think that that is going to solve the prob-
lem. What is going to solve the problem is we need to get back to
basics, and that is our morals and our values and our religious con-
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nections, community at large and realize that we are not in this
melting pot alone.

Mr. ENGLISH. I quite agree. Thank you very much, Mr. Chair-
man.

Chairman SHAW. Thank you.

Mr. Nussle will inquire.

Mr. NussLE. Thank you, Mr. Chairman. Your testimony has been
excellent today and it goes along very well with Ms. Kellog’s from
the first day—she happens to be here, and welcome back—and my
understanding is that some of the work she has been involved in
as well. So we are seeing kind of both ends of the spectrum here,
both from the first day, kind of the big picture down to how this
applies in specific situations, and you both talked about plans and
how you need, you need to have a plan. You are going to unlock
this, if you are going to get out of it, you need some help.

I mean, that is clear. You can’t just throw people off. I know
there are some people that would love to have that
mischaracterization out there in the media right now that somehow
people are going to be thrown off. That is fine if that is the way
people want to play. That doesn’t help us move forward, but that
is fine if that is the strategy.

The question is, what kind of plan should we have? Is it fair to
have a plan that says to people, we are going to help you, but we
need you to help yourself. We want it to be for a specific period of
time. We are going to give you a deal where you can participate
in job training and get back on your feet and we don’t want to lock
you in. We want to mold to what you need, which is the way the
Iowa plan works where I come from. We kind of tailor it to what
you need, because one size doesn’t fit all. '

So is it fair to have a plan, and is it fair to have a time period
where we say, this is when the deal ends and you got to work with
us during that period and this is how we are going to unlock you
from this dependency that you have been on for so long? Is that
a fair way to present this to people?

Ms. WHITE. I think it is fair. I also think that your insight of one
size doesn’t fit all is the focus, because her situation is different
from my situation. She has taken the initiative to want to go to
medical school. She should be given that opportunity. Checks and
balances. Just check her grades, make sure that she is actually
going forward. You know, it should be something that is tailored
to the individual. There should be limitations on the timeframe.
And it makes sense to me.

Mr. NussLE. We were talking earlier about, you know, a 2-year
timeframe, and I would address this to Amy. I mean would it be
fair to have that kind of a timeframe and to suggest to you, this
is how we are going to help, this is how we think you can help
yourself and this is the timeframe that we think you can do it in.
Would that kind of deal work for you?

Ms. HENDRICKS. I think you would have to be realistic with the
timeframe if you were going to implement a timeframe, because for
each individual, like Pam was saying, it is different.

Maybe you need to sit down and they need to make a plan to find
out what exactly a person needs, how much time do they need and
be realistic about it, not years upon years, but maybe enough time
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for them to go to school or training, get specialized training or get
what they need to move on so that they won’t have to go back on
welfare once they do get off.

Mr. NussLE. Well, just for the basics, just to, you know, get
enough training and education to go out and find maybe your first
job, maybe your second job. Do you think in your situation that 2
years would be a reasonable timeframe to get that training and at
least—I am not talking about a college—I understand that takes
longer, but just the training and experience and some education to
get you on your feet for that first job, is that a reasonable time-
frame?

Ms. HENDRICKS. For me personally, no.

Mr. NUSSLE. It wouldn’t have been?

Ms. HENDRICKS. No.

Mr. NUssSLE. You don't think you could have gotten the train-
ing—I am just talking about your first job. I am not talking about
a career. Obviously, it takes a while for that, but just for your first
job, do you think you could have accomplished that in 2 years?

Ms. HENDRICKS. Well, I don’t think I could have in 2 years, be-
cause there are other intangibles also that play a part of that, such
as child care, because it is harder when you have a child to do
those things. So I personally don’t think 2 years would have been
enough.

Mr. NUSSLE. And that is part of our current system, too.

Mr. Forp. Will the gentleman yield?

Mr. NuUssLE. Well, no, actually I don’t have much more time, and
I guess I would like to end with this question. If you thought—be-
cause it has been mischaracterized, I think, here today, that chil-
dren will be taken away from mothers as soon as it happens and
all of this kind of stuff.

Let me give you the option that appears to be out on the street
right now for a lot of mothers, and that is throwing away their
baby in a dumpster as opposed to giving an opportunity, whether
it is an orphanage, that word was used, but it doesn’t have to be
a}rll 1odrphanage, but some kind of placement for the protection of that
child.

Given that kind of option, don’t you think it is fair in some in-
stances if that is what 1s going to happen under our current system
that maybe we ought to think, for the protection of that child, that
there will be some removal in some instances where that is the
only option that appears to be available? Wouldn’t that be a fair
system as well? What would be your advice? I mean if the only op-
tion is dumpsters versus orphanages, what would you choose?

Ms. HENDRICKS. I wouldn’t want to put a child in a dumpster,
of course, but——

Mr. NUssLE. Well, that is what the Speaker said in his speech,
and, unfortunately, some people take that and mischaracterize it
and use it as the format for plans all along the way. And I would
just say to the rest of my colleagues on the panel, it is that kind
of conversation and discussion and mischaracterization that is
going to make it very hard to move forward in a bipartisan fashion
and work toward a plan that solves these problems for the people
that are testifying here.
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Mr. FOrD. Mr. Chairman, could I be recognized just for about 30
seconds? To put it a little bit clearer, Ms. Hendricks, under Speak-
er Gingrich’s proposals